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“IN LINE with improved earnings, 
salaries and wages of employes of 
Westinghouse Electric & Manufac- 
turing Co. will be adjusted upward 
10% from base rates this month. 
Net for three months ended Janu- 
ary 31, last, was $4,379,450, against 
$2,064,558 a year ago. Company 
yesterday was awarded $1,088,330 
Government contract for three gen- 
erators.” 

That was the front-page report in 
one paper, and it made good read- 
ing, too. 

Another leading daily headlined 
the item — “‘WestiInGHousE WAGE 
ScaLe TO Risk By 10%.” 

It would be hard to find a clearer 
example of the way news can miss 
its mark without any slightest in- 
tent on the part of the purveyors to 
twist its meaning. Anyone at all 
familiar with the trend of Westing- 


house affairs knows that business 
has been good. Orders booked last 
month are estimated to have been 
the largest in almost three years and 
very substantially above those re- 
ceived in December. Shipments and 
profits were also on the way upward 
in the latter part of the year, and 
wages had naturally followed be- 
cause of the sliding scale which ad- 
justs them according to earnings. 
But the change for the current 
month is not up to 10% above base 
rates; it is down to 10% above the 
base. It was 12% above for Janu- 
ary. And while net profits for the 
three months ended January 31 were 
more than double those of a year 
earlier, the breakdown by months 
shows them running: November 
$1,822,117, December $1,598,595, 
and January $958,738. It is obvi- 
ous why wages are lower when the 


actual recent trend of earnings is 
seen. 

To report that the wage scale is 
to rise by 10% because the adjust- 
ment is still a plus one is no more 
informative than to announce that 
the thermometer will rise tomorrow 
to 8 degrees above zero, although 
it is now 30 above. 

Cynics would say that the finan- 
cial press always looks on the bright 
side of the news and plays up the 
items or the aspects that seem most 
likely to keep readers happy. Yet 
in this case at least there is more 
than enough to be cheerful about 
in the complete Westinghouse pic- 
ture. The company has always ex- 
perienced fluctuations in its actual 
rate of shipments which determine 
monthly profits but mean little to 
yearly results. The news on the 
whole is too good to be garbled. 





*** IN THE NEXT ISSUE *** 


Business Spotlight Shifts to Consumption 


By Henry L. BLackspurn 


1940 Aircraft Round-Up 


Covering the industry—the small as well as the large makers 


_— 


of planes and engines. 





FEBRUARY 24, 1940 











Nesmith 


This American freighter discharging cargo in the Near East runs into 


examinations by the English and threats to sink her—if examined—by 


the Germans. The war is forcing us to think of our foreign markets as 
assets worth protecting. Despite a favorable current trend in exports, 
the United States is already deep in "The Struggle for World Trade.” 

See page 594. 
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Questions of the Day 


Will first quarter earnings reports show as great 
a drop as the decline in business activity implies? 

Each industry naturally has a somewhat different 
answer, but the consensus is definitely in the negative. 
Disregarding extremes like aircraft where production 
finds it impossible to catch up with orders, or like steel 
which has led the recession, the rank and file are still 
going along at a very satisfactory pace. The chemical 
business is excellent, mail order phenomenal, other mer- 
chandising good, automobile not at all bad, building 
and oil doing about as well as expected; metals and rail 
equipment have admittedly been sustained by earlier 
orders. A slump in profits may be scheduled for 1940, 
but the first quarter appears quite safe. 


From the domestic angle, automobile production 
is the nearest thing to a key industry at the moment. 
ls the current drop in output to be interpreted as 
the manufacturers’ way of reneging on the optimis- 
tic predictions they made at the first of the year? 

There are facts to support both a negative and an 
affirmative answer to this question. Estimates of pro- 
duction have now fallen rather substantially below those 
made at the year end, and stocks in dealers’ hands are 
apparently rising a trifle faster than the industry had 
expected. Yet the restocking of dealers was deliber- 
ately planned, with production running well above a 
year ago and almost twice as high as two years ago, still 


dropping, but recently at less than the seasonal rate. 
And retail sales, after faltering in January, rebounded 
early this month when the season called for a dip. 
Though weather conditions have doubtless since made 
immediate car ownership less imperative to buyers, they 
seem to share few of the doubts that occasionally bother 
the makers. No more than the ordinary amount of over- 
optimism can be charged against those New Year’s 
statements to the press from Detroit. 


Is it possible that the jump in English price levels 
—war-inflation, if it must be put in a word—can 
leave the cost of living here unaffected? 

Since many of the world’s most important commodi- 
ties are priced in sterling and find their primary markets 
in England, the rise in costs there is bound to spread its 
influence wide. Wholesale prices, the London Economist 
reports, advanced as much in the first four months of 
this war as in the first year and a quarter of the World 
War—31 per cent. But the United States was insulated 
against part of this by the 14 per cent slump in sterling 
versus dollars. Another extremely important factor in 
creating a differential between prices in various countries 
is the cost of insuring and shipping commodities. Re- 
cently the expense of shipping grain in neutral vessels 
from the Argentine to Antwerp has been equal to the 
price of the grain in South America. Transport difficul- 
ties not only push prices higher in the importing nation 
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but sometimes push them lower at the point of origin. 
Furthermore, Britain is trying her best to avoid infla- 
tion, internal or international; she is aware of the dis- 
advantage of such conditions to her in buying necessities, 
and she regulates the price level of each commodity to 
the best of her ability. 


In the United States, the rather stolid Bureau of Labor 
Statistics index of wholesale prices is only 21% per cent 
above a year ago, having come down a full point since 
early January. Yet, if this war continues long enough, 
there is little doubt that the cost of living will follow the 
same trend here as in most other countries of the world, 





The Trend 


THE INEVITABLE COMES SLOWLY .. . New details 
of thé strain to which Japan is subjecting herself become 
known to outsiders each day. Of more significance, the 
situation is quite apparently growing clearer to the Japa- 
nese themselves. Criticism in the Diet of the army’s poli- 
cies and expenses, still on the apologetic side according 
to American standards, suggests in its frequency and its 
firmness a climax somewhere not far in the future. 

The trouble might be called a decrease in the standard 
of living were it occurring elsewhere, but in Japan where 
there never was much of anything to spare it sums up 
to feeding the people on pride. The exploits of the army 
in China have lacked nourishing qualities. As General 
Hata, the War Minister, complained, his forces have 
killed about 3,000,000 Chinese soldiers, which is all that 
could be expected of any army, but the Chinese have 
learned nothing from this educational program carried 
on at such expense to the teachers. 

Because of the war, Japanese factory workers who 
settled themselves at their machines one morning at the 
end of January were without warning sent home. A 
shortage of power caused by lack of coal threw 3,000,000 
in one district out of work. Moves were made to force 
employers to pay some sort of pittance so that their 
men would be alive when needed again, but the power 
shortage has been only partially relieved. Even the heavy 
industries making munitions have not been immune. 
Then more recently the military budget made its appear- 
ance and its annual new high record, automatically assur- 
ing that old peaks in taxes and debt would be surpassed. 

With the people at home growing réstive under their 
burdens, with Russia apparently emboldened to resume 
its sniping tactics where they were dropped at the start 
of the Finnish venture, the policy of the Japanese gen- 
erals has now changed remarkably. They are suddenly 
ready to talk things over, to assure the Chinese that 
they have all the territory wanted and unless provoked 
will attempt no more “victories.” The attitude is so 
completely out of character that it, as well as the criti- 
cism at home, suggests a nearing climax. Yet, as experi- 
ence in forecasting the collapse of the Nazis has shown, 
these diseases are appallingly stubborn. 


STEEL PRICES AT BAY... The sharp decline in steel 
production in recent weeks and the still sharper drop in 
new orders, which are currently running around 40 or 
45 per cent of mill capacity as compared with a produc- 


ef Events 


tion rate of about 67 per cent, has raised once more the 
question of whether steel prices are going to be able 
to stand the gaff. In view of past experience, it is alto. 
gether sensible to look somewhat askance at the steel 
price structure under the circumstances that currently 
exist. 

At the same time, there are a number of factors pres- 
ent in the situation today that tend to offer support to 
list quotations, remembering that a certain amount of 
shading is almost always present and, so long as it is 
held within reasonable bounds, is not necessarily indi- 
cative of an incipient collapse of the entire structure. 

Inventories, of course, are the object of considerable 
headshaking though the chances are that they are not 
as far out of line as might be supposed. Finished stocks 
at the mills are virtually at the vanishing point and 
certainly constitute no cause for worry. Stocks in the 
hands of consumers are not easily measurable but ac- 
cording to what seem to be the most reliable trade esti- 
mates are far below the dangerously inflated level of 
1937 and, even more significant, are declining; that is, 
consumers are dipping into inventories to fill needs over 
and above those met by the present rate of mill ship- 
ments. 

Perhaps the most encouraging aspect of the steel price 
picture at the moment, however, is that in connection 
with Detroit buying. The motor makers have not come 
into the market in quantity as yet, for their own produc- 
tion schedules are currently being curtailed pending the 
spring upturn in demand. But the industry’s hardest 
bargainer, Ford Motor Co., recently placed a chnsider- 
able tonnage of sheets at full list prices, a deve}opment 
that may soon bring in other buyers who have been 
hanging back due to uncertainty over the price situation. 


MEASURING BUSINESS FLUCTUATIONS .. . The 
Federal Reserve Board goes to considerable pains in its 
February Bulletin to tell just what its index of indus- 
trial production is, what it measures and what are its 
virtues and limitations. The points it brings out are 
essentially the same as those discussed in “What the 
Business Indexes Don’t Tell” which appeared in Tue 
Macazine or WaLL Street, November 4, 1939. A point 
it failed to mention specifically, however, and one that 
was not of current significance at the time the above 
article was published, concerns the question of correc- 
tion for seasonal variation from December to January. 
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The Board’s index, adjusted for seasonal variation, 
reached a peak of 128 in December, thereafter declining 
to 120 in January. The same index before such adjust- 
ment, however, recorded a much smaller drop—only 
from 120 to 118. Because a number of other seasonally 
adjusted indexes (of business, however, rather than 
merely production), including that of this publication, 
show a considerably less abrupt decline for January, the 
question has been raised as to whether the Board’s sea- 
sonal adjustments around the turn of the year may not 
be a little out of line. The answer is that they prob- 
ably are. 

The Board’s adjustment is such that industrial pro- 
duction must actually rise about 5 per cent in January 
over December if the adjusted index is to hold its own— 
that is, normal expectation, according 
to the Board, is that production should 
expand by this much due to purely 
seasonal factors and entirely apart 
from those of cyclical or accidental 
character. Such expectation, however, 
seems a trifle optimistic. 

True, there are several individual 
business measures that, other things 
remaining equal, tend to rise slightly 
in January. These include electric power 
output, carloadings and lumber produc- 
tion. They are somewhat more than 
offset, however, by normally expected 
heavy declines in such important series 
as automobile production and _ steel 
operations and by a somewhat lesser 
decline in the volume of check pay- 
ments. Perhaps the best evidence of all that the 
Board’s adjustments have left something to be desired 
is the statement in its current Bulletin that “Revisions 
now being made in the index will . . . improve the allow- 
ances for working days and seasonal variation.” 


AIR SAFETY .. . Some rather significant figures were 
brought out in connection with the 1939 aviation safety 
awards made recently by the National Safety Council. 
Nearly 82,000,000 scheduled plane miles were flown in 
this country last year—an average of almost 220,000 
daily — with only two accidents involving fatalities. All 
of the four major domestic lines — American, Eastern, 
TWA and United — completed the year with clear rec- 
ords. Two of these companies have operated without a 
fatality for four or more years while, among the smaller 
lines, Pennsylvania-Central has not had a fatal accident 
in the entire twelve years of its operating history. Over- 
all statistics indicate that passenger safety in domestic air 
travel has increased 2,700 per cent in the past ten years. 

Quite apart from considerations as to the service done 
the traveling public, this record stands for something of 
utmost importance to the airlines themselves. Perhaps 
it is merely coincidence that as accidents have been 
sharply reduced the airlines have begun to show profits, 
but it is more logical to believe that there is a direct 
cause and effect relationship here. Certainly it is the 


best kind of publie relations and is hastening the day 
when air safety will be taken for granted. It is in the 
direction of the latter goal that the opportunity for 
growth in commercial aviation lies. 


NO TIME TO ROCK THE BOAT... It is now pretty 
definite that a major election will be held among Gen- 
eral Motors workers in April to determine which plants 
will be represented in subsequent bargaining by CIO 
and which by AF of L. It is the present intention of 
both unions to call for new contracts immediately the 
election is out of the way and according to recent press 
reports some rather fancy demands will be made includ- 
ing an annual wage, a 30-hour week, a general wage 
increase, higher rates for overtime, and so on. 

Whether the differences that are 

bound to rise between the management 
and the unions in these negotiations 
will be settled peaceably cannot be 
positively foretold but the record, espe- 
cially in the case of CIO, is by no 
means reassuring on this score. If a 
strike results it will indeed be unfortu- 
nate for this spring will almost assur- 
edly be no time to rock the recovery 
boat. It will be a time when motor 
production should be rising nicely on 
the usual spring swell and it will also 
be a time when, as likely as not, busi- 
ness at large will be attempting a 
comeback following the current re- 
action. 

An ironical sidelight on the prospect 
of another major labor disturbance at a time when it 
would be so patently uncalled for is that it could scarcely 
contribute to the real improvement in labor’s lot. Such, 
at least, is the conclusion to be drawn from evidence 
with respect to labor as a whole over the past decade. 
Improvement there has been to be sure, but it has de- 
rived solely from lower living costs and not in the least 
from higher wage rates which have been slightly more 
than offset by a decline in the weekly number of hours 
worked. Thus, according to data of the National Indus- 
trial Conference Board, average weekly earnings in 25 
manufacturing industries were about 2 percent lower in 
the final six months of 1939 than they were in the same 
months of 1929 though manufacturing output in both 
periods was approximately the same. The increase in 
real wages, brought about by lower prices for things that 
labor buys, has been in response to forces completely 
beyond the control of any labor union and in no little 
degree to technological and managerial advances mak- 
ing lower prices possible. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on the following page. 
The counsel embodied in this feature should be consid- 
ered in connection with all investment suggestions else- 
where in this issue. Monday, February 19, 1940. 
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The Wisest Market Policy Now 


War uncertainties discolor an otherwise promising 


market background. Until these are clarified the ques- 


tion of exactly when the business downtrend will end 


is probably secondary. We favor a sidelines position. 


BY A. T. MILLER 


A LOOK at the daily market index on the opposite page 
will show why opinion in the Street has been noticeably 
more cheerful in the past fortnight. Aside from the inevi- 
table help to sentiment when the averages lift off bottom, 
there are those very definite refusals to close below 105, 
and the evident failure to bring out any stock around 
that level. It is clear that the kind things that had been 
said here and elsewhere about the technical health of 
the market were justified. 

The rally is revealed as more of an achievement when 
compared with the trend in the business activity line 
charted just below the market index. For once the pre- 
dictions of a decline in business made all during the last 
quarter came through exactly on schedule. If anything 
they are turning out to have been too moderate, for the 
slump has been equaling the pace of last autumn’s ad- 
vance when industry was doing its utmost to get pro- 
duction into full swing. This recession was called the 
best-advertised on record before it started. Now that 
it is under way it shows aspirations for the title of most 
thoroughly discounted in terms of stock prices. 

The title will be difficult to win for two reasons. In 
the first place, there have been occasions in the past 
when the market kept going steadily higher for as much 
as eight consecutive months while industrial production 
fell off, leaving quite a record of divergence at which to 
shoot. In the second place, these are obviously not times 
when confidence in the future is likely to be sustained 
through persistently discouraging business news. It is 
safe to assume that the buyers of stocks would be bitterly 
disappointed if the downtrend in industry were not to 
end early in the second quarter at the latest. 

The outlook for a nearby turn in business is still 
obscure, although reassuring points are multiplying as 
the decline progresses. All we would insist upon in this 
connection is that the bottom may be further off than 
most people now suppose likely, and that their disap- 
pointment constitutes a potential threat to stock prices. 

There is a much better chance, though, that the deci- 
sion in this long-drawn-out test of the bull market will 
come from outside the business sphere, either from war 
developments or the trend in domestic politics. When 
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it comes it will affect industry too, but that will be only 
incidental to the process of regaining confidence or find- 
ing fears confirmed. Steel operations at 67 per cent are 
not a cause of a hesitant stock market but an effect of 
the same doubts that are in investors’ minds. 

Recent strength in commodities is generally taken as 
a hopeful sign pointing to resumption of the uptrend in 
securities as well. While precedent is favorable to this 
view, it must be remembered that one possibly inescap- 
able effect of the war now going on is the inflation in 
prices of many kinds of goods. The buying in most com- 
modity markets today has always in the background 
war needs and the competition to anticipate them. This 
flurry may develop into another major leg of the rise 
that started in September, and could in that case be 
rather important as an incentive for industry to resume 
ordering; but it is as yet too young to be called more 
than a rally. It will be remembered that we had one of 
fairly substantial proportions last December which 
afforded the stock market no visible help. 

Another tendency of the recent past which might have 
a significant bearing on the future has been strength in 
the American dollar, not against this or that individual 
currency, but against all the world. Of all the menetary 
units traded in New York, only the Uruguayan peso was 
able to gain in terms of the dollar last week, and that 
by a quarter of a cent. The remainder declined or held 
steady, with the more prominent exchange rates falling 
considerably. The implications are numerous and mixed, 
but so far as the New York market is concerned the 
direct consequence is to create automatic profits for the 
“english and French and Dutch who hold American 
securities. A rise in the dollar is the equivalent for them 
of a rise in our stock market; and under the circum- 
stances it may invite profit-taking. 

Action of the British Treasury in taking over English 
holdings in a list of 60 American issues is due to revive 
the subject of foreign selling, with more specific informa- 
tion on which to base opinions. The securities now owned 
by the British government and presumably subject to 
the most direct action in case of need for dollar exchange 
are listed in full on page 629. 
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The omissions are the most startling details of this 
jist, U. S. Steel, General Motors, American Telephone, 
Pennsylvania Railroad, Anaconda, Sears, Bethlehem and 
Chrysler would have been confidently expected there. 
We doubt if the choice involved any attempt at invest- 
ment discretion; it probably hinged on the amount of 
cash each issue represented, as well as marketability in 
certain cases. Since the English were known to have held 
large amounts of the stocks named above, their omis- 
jon implies that liquidation in them at least has already 
proceeded faster than had been realized and may mean 
lack of future pressure. 

The more that becomes known about potential foreign 
glling the less damaging will be its total effect on the 


market, although such news as this does confirm the 
fact that every buy order for American industry may 
entail a sell order in an American security. Fear of sell- 
ing in the leaders has been a factor in turning the public 
more to second grade issues recently—that, together 
with restless stirrings of the speculative spirit. 
Eventually there will be uses to which this urge to 
speculate can be put with some results. At the moment 
any commitments for the general rise run the risk of 
being premature. There are a number of vital questions 
still left to be answered—brought no nearer clarification 
by recent improved market action. Despite encouraging 
signs, the basis for assuming that the test has been passed 
is not yet dependable. —Monday, February 19. 
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ening un Washington 


The Spending Issue 


BY E. 


= spending will be a major campaign issue this 
fall, and the outlines of the issue are now being shaped 
up by Congressional consideration of appropriation bills. 
President Roosevelt believes in the necessity and virtue 
of heavy spending and the Democratic candidate, who- 
ever he may be, will virtually have to defend it if not 
champion it. 

On the other hand, Congress generally, including a 
majority of the Democrats, is not sold on deficit financing 
and spending for spending’s sake. The Congressional 
urge to spend is to continue programs of immediate 
value to particular constituents rather than to promote 
such abstruse theories as pump-priming, compensated 
debts, and investment spending. Congress deplores the 
mounting debt and series of deficits and wants to 
economize but is finding that cuts are painful. Every big 
appropriation item is made with an apology rather than 
a boast, so the issue remains. 

Last month when Roosevelt submitted his “bedrock” 
budget, “satisfied that no lower figures can be attained 
except at the expense of impairing efficiency,” there was 
a feeling that he expected and hoped that Congress would 
exceed the budget by a considerable amount. This seems 
to be confirmed by recent developments. He _ has 
severely criticized budget reductions made by the House 
and gone out of his way to belittle the size of the debt. 
He views his budget as the least amount Congress 
should appropriate instead of a top limit. He views 
heavy deficit spending as a virtue; Congress views mod- 
erate deficit spending as a necessary evil, to be elimi- 
nated as rapidly as politically possible. Both think the 
general public supports them. 

The House is slashing all appropriation bills deeply 
with the announced intention of cutting enough to avoid 
the necessity of finding $460,000,000 new taxes. The 
Senate is restoring some of these cuts, and will con- 
tinue to do so. Right now Congress is in a struggle 
with itself over economy. So far the lines have held 
pretty well, with the special interest groups feeling that 
they are all in the same boat. But once the bars are 
let down on one big item the other pressure groups will 
holler for their share of gravy and the economy bloc 
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will evaporate. An early test is Senate action on farm 
benefits and whether the House will stand by its cuts 
in the agriculture department bill. Not a few members 
who have been talking economy have been hoping that 
cuts elsewhere would permit restoration of farm funds 
later in the session. 

It’s too early yet to forecast what total appropria- 
tions will be. The usual procedure is for Congress to 
talk economy early in a session and wind up by ap- 
propriating a lot more, and it is heading that way again. 
There are always supplemental items after the main 
bills are through. Relief, for example, has not even 
been considered as yet. Certainly much of the “pa- 
per reduction” the House has made in the budget will 
be lost. Chances are the total appropriations will be 
somewhat under budget estimates but not by the half- 
billion goal of the economy bloc. Whether the cut will 
be sufficient to avoid a new tax bill is a question, but 
Congress won't vote taxes this session if there ts any 
possible alternative—even though it becomes apparen! 
that the new Congress next January will either have to 
raise funds immediately or boost the debt limit. 

Congress is enjoying its regained control of the purse 
strings, and is using its power and the economy excuse 
to curb executive activities. This irritates 
Roosevelt no end, and when he criticizes, Congress gets 
its back up and is more determined than ever. If Con- 
gress weakens on economy it will not be because of 
White House pressure or sympathy with the New Deal 
spending theory, but because of special interest groups 
within itself. 

The course of business during the next couple of 
months will have a big effect on appropriation bills. 
If there is an early pick-up in activity and employment 
and prospects look good for agricultural exports and 
prices, the economy lines may hold firm, but if this is 
delayed the spending theorists can support the pressure 
groups with the plea that prospects of curtailed spend- 
ing are causing a slump and there must be new pump- 
priming to avoid a-crash and untold human distress. 

Mr. Roosevelt’s latest defense of government spend- 
ing has not done him any noticeable good with Con 
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ress. He claims the increased Federal debt has been 
ofiset by a virtual stand-still in state, county and mu- 
icipal debt and a reduction in private debt, so the debt 
burden of the nation as a whole is no more than when 
he took office. To practical politicians who see public 
debt as something to be paid off through taxes and who 
ye not sufficiently versed in New Deal economics to 
appreciate the theories of compensatory spending and 
government investment this argument carries little 
weight. The same with the public, to judge from the 
general reaction. Government debt on the whole is 
non-productive, does not create wealth. Private debt, 
by and large, is incurred to create assets and produce 
new wealth, it increases the national income. Gov- 
emment is an economic parasite; individual and cor- 
porate debts, in the long run, liquidate themselves and 
benefit both lender and borrower in the process. 

The spending argument defeats itself. The figures on 
private debt show that instead of reviving business this 
administration has deflated it tremendously, and that 
private debt creation, otherwise known as new invest- 
ment—the heart of capitalism—is being stifled. Some 


figures being used to substantiate the President’s state- 
ment but to condemn rather than praise his record are 
on new capital security offerings of domestic corpora- 
tions. For various years these are (stated in millions) : 
1929, $5,788; 1935, $404; 1936, $1,192; 1937, $1,225; 
1938, $872; 1939, $371. 

Republicans next fall will promise an administration 
which will encourage private investment. Since Roose- 
velt is obviously trying to make his party defend Gov- 
ernment spending as the equivalent of private invest- 
ment and to fight economy on this ground, the Federal 
budget will be a much greater issue than merely the 
size of the tax load needed to carry it. The President 
admits that the greater the Federal debt the smaller are 
private investments, and his opponents are already tak- 
ing him up on this. This leaves the non-spend Demo- 
crats in a hole. They aren’t sold on the President’s 
theory and fear the country can’t be, either. They pre- 
fer to cut as much as possible where it will hurt the 
least and make a showing of economy. It is not yet clear 
whether they can hold out against a combination of 
New Deal theorists and special pressure groups. 





CAPITOL BRIEFS 


Politics are getting hot as Roosevelt gets irked at third- 
tem speculation but lets his name be presented in sev- 
eal states, while Farley clamps down on third-term talk 
in Dem. Nat. Committee and enters primaries himself. 
But New Deal inner circle is work- 

ing with pro-Roosevelt local politi- 

cans to have a large group of states 

snd uninstructed delegations con- 

trolled by them and weighted against 

conservatives; these could be swung 

tither for Roosevelt or his designee. 

Belief grows Roosevelt wants a 

convention eager to offer him the 

iomination and that his decision to 

take it or not will depend on inter- 

vening events, particularly interna- 

tional affairs. 


Peace efforts by Roosevelt are only 
«ploratory now. He would like to 
beable to stop the war but has no 
tal plan and for the present hopes 
oly to forestall civilian bombings 
and get suggestions from both bel- 
lgerents and neutrals for a peace 
proposal to be advanced later. Des- 
nation of Sumner Welles as_per- 
‘onal representative was based on 
desire for more information than can be got through 
regular channels during war and to avoid Wilson’s 
troubles in sending a secret emissary. 


Wide World Photo 


In many 


Supreme Court trend has lawyers worried. 
tases recently Court has deliberately reversed old deci- 
‘ions on the ground that apparent merits and justice 
ofeach case are more important than precedents, though 
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Representative Woodrum fights in Ap- 
propriations Committee for economy. 


minority of Court has pointed out this leaves citizens no 

reliance on settled body of decisions. These decisions 

are due more to new membership on court than to 

changed conditions and do not give any clue to future 
except that volume of litigation ap- 
pealed to Supreme Court will in- 
crease enormously. 


Administrative agencies curb is 
big issue in Congress right now and 
if Administration succeeds in killing 
it this will be an important cam- 
paign issue. Logan - Walter bill, 
drafted by American Bar Association 
and reported by both Senate and 
House judiciary committees, would 
establish uniform rules of procedure 
for all federal agencies and provide 
court appeal at all stages. Admin- 
istration is fighting desperately for 
delay in fear this bill would ham- 
string it, and sincere students claim 
it would result in a lawyers’ picnic, 
but unless a substitute is found soon 
Congress may enact it. 


T N E C final report and recom- 
mendations will be held up until 
after election, but next month a series of 50 special 
reports will be issued which may surprise in their mod- 
erate—and conflicting—views. Idea is to promote dis- 
cussion. These, and volumes of TN EC hearings, are 
going to college libraries and are already becoming the 
basis for much economic study, being considered first 
class source material. They may influence economic 
thinking for a generation. 
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HE London Daily Mail remarked on the subject of § modity 
Britain’s shift in tobacco purchases from the United § and non 

States to Turkey: “To the United States this is a ques- J tute prc 

The Struggle tion of inconvenience. To us it is a matter of life and § were to 
death.” Almost the same thing might be said of foreign § the chat 
trade in general. This country could ina pinch get along § adjustm: 

without its export business; but to some of its competi- § natural 
for tors there is no choice—they must export or die. The § forced t 
danger is that in fighting for larger shares of world § mand. } 
markets they will consider our customers as part of the § purchase 
spoils, to be taken over without much of a struggle since § orders t 


we are proverbially careless with our valuables. reasons, 
World Trade On the surface, the United States seems to have little § it is not 
ground for complaint. Exports picked up with the out- | We mig! 
break of war and they have continued to gain. Decem- § into son 
ber was the biggest month in this respect since March, § rather tl 
1930, and registered an increase of 37 per cent over the § jugated. 
BY H. M. TREMAINE shipments abroad of a year earlier. Volume of ship- § ofneedir 
ments was actually at the high pace of late 1929, with § Victims, 
values lower because of the change in prices. Even the § burden 
December gain of 26 per cent over the previous month J money, 
was a remarkable one. The fi 
The objection to an attitude of meek thankfulness § that gai 
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American dollars are cheap. 


Shifting Export Markets 


Any of these facts may change with little warning 
and one or two appear to be changing at the moment. 
What remains true through this whole period, though, 
is that export business besides increasing is altering its 
nature and its effects on American domestic economy. 
Control over business trends within the country is thus 
growing more and more subject to the decisions other 
nations make, to the requirements they see fit to allow 
us to fill. That is a penalty of a larger export trade and 
of the distorted way in which the world does business 


today. 


The clearest example of this is tobacco. Always a sur- 


plus product in the United States, the com- 
modity has built up many good customers 
and none better than England. If a substi- 
tute product or another source of supply 
were to ruin the export market for tobacco, 
the change would take place gradually and 
adjustments within this country would be 
natural and automatic. Farmers would be 
forced to shift their crops in line with de- 
mand. But when England suddenly halts her 
purchases with the idea of handing her 
orders to Turkey and Greece for diplomatic 
reasons, and also to conserve dollar exchange, 
itis not a mere adjustment that is needed. 
We might better send the Red Cross down 
into some sections of the tobacco states, 
tather than into areas the Nazis have sub- 
jugated. The tobacco farmers are in danger 
ofneeding help almost as badly as Germany’s 
Victims, and we should not be easing the 
burden for the Reich with our food and 
money. 

The figures on tobacco exports tell a story 
that gains in significance when we realize 
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for the progress shown in recent months may seem un- 
reasonable, but there are good reasons for it. In the 
frst place, we know that the gains are fortuitous and 
undependable. Sales of aircraft and machine tools in 
large quantities are windfall business, not a true enlarge- 
ment of trade. Exports to Japan were rushed because 
of fear that expiration of the treaty with that nation 
in January might bring some obstacles to future ship- 
ments. At least part of the increase in business with 
Jatin-America was due to the initial disorganization of 
the British economy in the first few months of the war. 
Bngland has already shown definitely that she wants 
that business back and is taking steps to get it. 
However, even if the gains are essentially temporary 
mes caused by the war and slated to disappear with 
peace, they should be welcome. Unfortunately, they 
have another disadvantage. Instead of buying what we 
have for sale, the rest of the world very naturally does 
its own shopping in the American storehouse, shrugs in- 
differently at wheat, is still doubtful about cotton and 
iil, knows better places to get tobacco and fruit. The 
ertain things they want from us, the aircraft and ma- 
thinery, they can get nowhere else. If they could they 
probably would, because neither American products nor 





that as an American agricultural surplus this crop is 
second only to cotton. For last year as a whole ship- 
ments of tobacco came to $77,422,000, against $155,671,- 
000 in 1938. Exports in December were $4,985,000, 
against $16,253,000 twelve months earlier. The decline 
was smaller in terms of volume, since the fall in tobacco 
prices was sharp. But because production of this crop 
is rather tightly confined to certain small areas of the 
country, England’s action has about the same economic 
effect on them as a flood or some other local disaster 
would have. The principal difference is that one is first 
page news with pictures and the other is second section, 
financial or editorial page stuff. 

There are strong indications that England is going to 
resume buying tobacco from the United States. Pres- 
sure has been brought to bear in several ways, and the 
truth of the matter is that Turkey and Greece can not 
satisfy the tastes of English smokers. Even the restora- 
tion of the trade, however, will not remove the uneasy 
feeling that for the most powerful economy in the world 
the United States is remarkably subject to and at the 
mercy of deals made quietly in Istanbul or London or 
Bucharest. 

There are also strong indications that the Allies are 
close to the point of increasing their business with the 
United States even more sharply than they did in De- 
cember. The French have come into the market for 
copper and have already negotiated one substantial 
recent purchase in this country. The steel industry is 
also receiving inquiries and perhaps by this time orders 
from Allied sources, while the airplane industry is actu- 
ally being put under uncomfortable pressure to accept 
extremely large orders. The Allies dislike the attempt 
to charge them with the cost of additional plant con- 
struction made necessary by their orders and they are 
making every effort to secure release of our latest types 
of planes for export to them. “Flight,” a leading English 
aeronautical journal, suggests: “We appear to have be- 
come so hypnotized by American production talk that it 
has never occurred to us to look elsewhere for aircraft 
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Percentage Distribution of U. S. Exports 


1910-1914 *1918 1935-1939 


BY ECONOMIC CLASSES: 

Crude materials...... . 16% 24% 
Crude foodstuffs............. 9 4 
Manufactured foodstuffs... ... 23 6 
Semi-manufactures 18 18 
Finished manufactures. ...... 34 48 





BY GEOGRAPHIC AREAS: 
Europe 
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Southern North America. .. 

South America........ . 
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*Calendar year; others end June 30. Department of Commerce figures. 





supplies. .. . If we are to go quite mad and order aircraft 
abroad on an astronomic scale, why not give our old ally 
Italy a look-in?” 

While this probably represents a bit of maneuvering 
to make us more willing to grant concessions, there is 
no getting around the fact that each acquisition of export 
business nowadays brings along its own headaches. Even 
in the case of South America where things have looked 
and are continuing to look very promising we are running 
into credit difficulties, exchange regulations, and the 
danger that trade with that area may be limited by the 
size of the indirect loans we are willing to negotiate. 
Notwithstanding the obstacles, though, foreign trade 
has been continuing its good pace of December right up 
until recent weeks, according to the indications available 
at New York piers. These figures on freight cars un- 
loaded, shown in the chart, are about the only means of 
keeping up to date on actual shipments. Government 
figures are handicapped by a long lag, although natur- 
ally more comprehensive. And the weekly averages of 
daily unloadings have continued to show promise for 
the immediate future, although bad weather has affected 
the most recent week or two. 


Agricultural or Industrial Economy? 


One’s attitude toward the recent shifts in foreign 
trade is necessarily colored by ideas as to what sort of 
economy is best for this country. Should a desperate 
defense of agricultural and raw material markets be 
made? Or should they be given up without too great a 
struggle provided offsetting gains in sales of manufac- 
tured goods are shown? In the latter case, the problem 
of internal adjustment between a declining and an ad- 
vancing section of the economy is most difficult. 

The accompanying table illustrates the change that 
had taken place before the start of the war, and it 
shows the effect of the last war. It will be seen that 
the decline in importance of crude materials and food- 
stuffs has gone along with a drop in Europe’s value as 
a customer. While all other areas have been taking their 
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share or larger ones of our exports, the European nations 
have built up alternative sources of supplies. (On the 
other hand, it is precisely because Europe buys copper 
from Africa rather than the United States that Africa 
can buy American automobiles.) 

The plain and not very palatable truth of the matte 
is that the “have-not” countries of Europe would be oy 
natural customers for raw materials, except that among 
the things they lack has been purchasing power of , 
sort acceptable to us. The nations whose needs are well 
supplied through developed industrial systems and cop. 
trolled raw material sources are better friends but poor 
customers (except in an emergency) and strong com. 
petitors. When they do buy in quantity from the United 
States they spare no effort to prevent an adverse balance 
of trade by selling to some of our customers, or by 
switching other purchases away from us. 

France, for example, bought 56 per cent more from 
the United States in the first four months of the war 
than in the same months of 1938. Yet the total of 
approximately $74,000,000 indicates that the most in- 
portant part of her purchases was in the form of fairly 
direct military supplies—airplanes most conspicuously, 

The United Kingdom actually took a smaller dollar 
value of our goods in this period than a year earlier, 
For the month of December alone England showed 
larger takings, but the increase was almost exactly 
matched by the rise in imports from that country. Ona 
percentage basis the rise in purchases from the United 
Kingdom in December as compared with the previous 
December was considerably larger than the rise in sales 
to that country. 

Canada jumped her purchases by 43 per cent in the 
September-December period, to gain first place among 
customers of the United States. The December con- 
parison was $43,878,000 against $28,493,000, or a gain 
of $15,385,000, while imports from the Dominion rose 
less than $9,000,000. However, Canada has been particu- 
larly generous with her gold, shipping tremendous quan- 
tities of it into the United States where it can be sold 
to the Government at $35 an ounce. If gold were to be 
classed among other imports, the change in trade with 
Canada would be in favor of that country. Considering 
the serious question whether or not the gold we buy is 
worth the price we pay for it—or to put it more acct 
rately, whethere the rate of exchange between goods and 
gold is advantageous to the United States—it is doubtful 
to what extent we have profited by the pickup i 
Canadian trade. 

Exports to Japan were up 10 per cent in the last four 
months of the year, although in December they were 
slightly below the figure of a year earlier. The number 
one items of trade between the United States and Japan 
are eastbound silk and westbound cotton. Very cot- 
veniently for the Japanese, the price of silk managed 
to work up to a ten-year high while cotton during most 
of the year was in a buyers’ market, priced at figures 
that required Government aid to the farmers in this 
country. The dollar totals show Japanese imports t0 
the United States up in December and our exports 0 
them slightly lower. What they do not show is that 
we were driving more of our astonishingly poor bargail’ 
in quantity of goods exchanged. 

The question of price is of course an important ome 
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in all of these international transactions. As in any other 
type of business deal, there is no assured profit in volume 
alone. Our exports for all of last year were 3 per cent 
higher than in the year before. But the volume of 
exports, as distinguished from the dollar value, was 5 
per cent higher according to Department of Commerce 
calculations. Imports gained 18 per cent in dollars, but 
oily 15 per cent in volume. In other words, we reduced 
our prices, while the rest of the world charged us more 
for the things we had to buy. Silk, wool and rubber 
were the principal items that turned the year’s trade 
against us—not merely in reducing our “favorable” 
balance of exports over imports, but in leading us to 
sive more goods for less. 

The blame for this condition comes back to the thought 
that the United States is facing very determined com- 
petition in the markets it attempts to supply, while at 
the same time buying in markets which have lost part 
of their claim to the description “free.” 


War a Partial Solution 


The war is an immediate cure for this condition, pro- 
vided it is to be allowed to exert its normal effects. 
Temporarily at least, there will be considerably greater 
aeed for America than America has for the rest of the 
vorld. Perhaps in isolated lines there will be the chance 
for domestic manufacturers to do a little profiteering 
at the expense of their foreign customers. In the larger 
aud more lasting sense, though, this is no part of a 
slution. 

The possibilities for the immediate future are as 
complicated as a chess game, where each alternative 
move offers the opponent several choices and each of 
those opens up a new line of play with subsequent varia- 
tions. Suppose, for example, that England is forced or 


considers herself forced to subsidize exports to this 
country and also incidentally to our promising South 
American markets. American law makes necessary the 
imposition of countervailing duties—the same as those 
we placed on German goods some time before war broke 
out. Is it conceivable that we can take such a step, 
equivalent to supplying Germany with its most im- 
portant victory of the war to date? 

Or take a completely different case. Russia, Italy, 
Switzerland, the Netherlands and the Scandinavian 
countries have been showing an increasing desire for 
our goods ever since the war began. Switzerland in Janu- 
ary bought almost four times as much as a year earlier, 
Norway almost three times as much; Italy doubled her 
purchases and the Netherlands almost did so; Russia 
has been voraciously taking all she could get of certain 
products. Some of the neutrals have excuses for a part 
of the jump, due to elimination of other supply sources, 
but there is good ground for suspicion that the Russians 
and the Italians, at least, have a customer in the back- 
ground whose first name is Adolf. 

On the reasoning that any purchasers with money 
should be accommodated, it seems against our best 
interests to object to Italian or Russian takings of 
American exports, regardless of the ultimate destina- 
tion. Yet there is a strong section of opinion which 
may be perfectly right in holding that shipments which 
can aid Germany should be prevented. Stop this trade, 
then run into the difficulty with England already dis- 
cussed, prohibit shipments to Japan because of our 
sympathy with China, lose China as a customer when 
Japan blockades her coast in retaliation, force keener 
competition in South America—this economic warfare 
spreads more rapidly than the military type. It is 
easier to start and will probably be harder to stop. 

The way to avoid it seems (Please turn to page 642) 
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/ Unfavorable Factors Are Seldom Obvious 


Watch the Business Danger Signals 


BY JOHN 


{ title of this article happens to be a pretty sound bit 
of advice but it also raises some posers. Watch the 
danger signals to be sure, but what danger signals? Out 
of the welter of current statistical and other data bearing 
on the business situation, which are most significant and 
why? These are entirely legitimate questions and are 
the constant concern of every practical economist and 
business forecaster. Any worthwhile degree of success 
in the difficult but fascinating game of beating the busi- 
ness cycle depends on finding the correct answer. What 
makes that quite a trick is that the answer is forever 
changing. 

No two depressions ever arose from quite the same 
combination of circumstances. Yet hindsight reckoning 
with respect to past cycles is not without value. For 
while precisely the same combination of circumstances 
is never repeated, many an individual circumstance bobs 
up time and again. Let’s have a look at some of the 
more important slumps of the past two decades, begin- 
ning with that of 1937-38. 

Of the chief factors contributing to the collapse of two 
and a half years ago, an unprecedented proportion were 
of Government origin. Deflationary steps on the part of 
Washington have been a usual prelude to major down- 
turns since the war—they were taken in 1920, 1923 and 
1928-29—but those preceding the last depression were 
remarkable in their scope. 

In the first place, there was the matter of taxes. Be- 
ginning with the Revenue Act of 1934 (capital gains) and 
culminating in the Act of 1937 (personal holding com- 
panies) , a series of tax measures were enacted that could 
scarcely have been more injurious to the spirit of busi- 
ness enterprise and risk taking had they been designed 
for that one specific purpose. No one of these measures 
was the straw that broke the camel’s back but, like the 
many other hostile acts and gestures of Government 
toward business in this period, they combined to render 
the situation vulnerable to the influences of a number of 
more directly responsible forces. 

Among the latter, fiscal and credit developments are 
worth noting. The soldiers’ bonus, it will be recalled, 
was paid in June, 1936, creating a tremendous hump in 
the Government’s net cash outlays at a point well ad- 
vanced along the curve of cyclical recovery. This was all 
wrong from the standpoint of “compensatory fiscal pol- 
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icy” (Congress, with the bit in its teeth, can upset the 
best laid schemes of any group of planners), and made 
the economizing that followed seem like a very strong 
dose indeed; due partly to the incidence of the social 
security tax at the beginning of 1937, a Federal cash 
deficit of nearly $1.7 billions in the second quarter of 1936 
was converted into a cash surplus of over $140 millions 
by the third quarter of 1937. 

In the realm of credit control, the Government’s first 
deflationary move was to raise Federal Reserve member 
bank reserve requirements 50 per cent in the summer of 
1936. Concurrently, New York banks began liquidating 
their bond portfolios, especially Governments, and, after 
the usual lag, were joined by the interior banks around 
the turn of the year at which time, incidentally, action 
was taken to sterilize further Treasury acquisitions of 
gold so that the continued influx from abroad would not 
be added to the credit base, thus offsetting the effect of 
the increase in reserve requirements. The selling pres- 
sure of the banks was sufficient to turn the bond market 
downward in January, 1937, and a rather severe break 
occurred in subsequent months accompanied by a minor 
hardening of short term money rates in the New York 
market. Despite these developments, reserve requite- 
ments were hiked another 33-1/3 per cent that spring. 


Weighing Specific Developments 


It would be easy to attach more importance to these 
events than they deserve. The reduction that occurred 
in the Government’s net contribution to the nation’ 
spending was spectacular, but the entire contribution tt 
self, even at its maximum, had been so small in relation 
to the country’s total business turnover—probably not 
more than 2 per cent—that its elimination could not, 
per se, have mattered tremendously. It is worth noting, 
too, that despite declining Federal expenditures, col 
sumer income was on the upgrade until September, 1997. 
All in all, it must be concluded that the reversal of Fed: 
eral fiscal policy in 1936-37 was important mainly from 
a psychological standpoint. As to credit control, through 
it resulted in nothing even remotely resembling a tight 
money situation, the steps taken were of somewhat 
greater significance insofar as they prompted bank liqu: 
dation of investments, the consequent bond market 
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NEW _ ORDERS FROM NATIONAL INDUSTRIAL CONFERENCE BOARD 


were up about 34 per cent from year earlier 
levels. The delicate cost-price mechanism 
of industry had been thrown completely 
out of kilter several months earlier. The 
collapse of the stock market in September 
finally signalized the advent of depression 
for the last doubting optimist. 

The great depression of 1929-32 differed 
widely in scope and background from the 
more recent affair described in the preceding 
paragraphs. At the same time, several of 
the danger signals that foreshadowed it were 
markedly similar to those appearing in 1936 
and the forepart of 1937. 

We have already noted that every depres- 
sion worthy of the name within the past 
twenty years has been preceded by positive 
deflationary tactics on the part of the Gov- 
ernment. Corresponding to the raising of 
stock market margin requirements, member 
bank reserve requirements and the steriliza- 
tion of gold in 1936-37 were the moves, mild 
and timid though they were, of the Federal 
Reserve in 1928-29; between January and 
June, 1928, the Reserve Banks sold over $400 
millions of their security holdings in the open 
market, and between January, 1928, and 
August, 1929, rediscount rates were raised 
from 34 per cent to 6 per cent—with re- 
discounts hovering around $1 billion and call 
money bringing 9 to 15 per cent, these steps 
were piteously inadequate, but they did 
represent at least some sort of feeble effort 








break and a major deflation of the nation’s bank credit. 

But of more interest, perhaps, than any of the fore- 
ging developments is what happened to commodity 
prices and corporate inventories. The renascence of the 
long depressed heavy industries in the summer of 1936 
had uncovered something of a bottleneck in the produc- 


tion of certain industrial raw materials. This situation, 
together with worldwide armament buying and specula- 
tion arising from it, started commodity prices upward in 
the fall of the year. As the bulge continued, industrial 
purchasers, fearing that prospective labor troubles might 
tie up raw material sources and in many cases believing 
that galloping inflation, heralded since 1933, was here 
at last, loaded up rapidly and heavily. Inventories were 
badly inflated, rising far above 1929 levels before they 
finally began to decline in the fall of 1937. Significantly, 
taw material commodity prices had topped out six 
months before and by June new orders of industry had 
fallen far below the current rate of industrial production 
which was maintained until fall solely on the strength 
of previously accumulated backlogs. 

To complete the picture, there was the labor situation. 
The year 1937 got off on a sour note with the General 
Motors strike, a vote by the railroad brotherhoods to de- 
mand a 20 per cent wage increase and widespread in- 
dications of more and worse troubles to come. Come 
they did, at length culminating in the “little steel” strike 
early that summer. Labor costs per unit of output con- 
tinued to rise until the end of 1937 by which time they 
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on the part of Washington to hold the boom 

in check. And as occurred with President 
Roosevelt’s dampening remarks anent commodity prices 
in April, 1937, psychology was also resorted to in 1929; 
Secretary Mellon’s sally—“Gentlemen prefer bonds”’— 
remains a classic. 

Probably the most consistent harbinger of depression 
since the war has been a falling bond market. It turned 
downward early in 1928 and, interrupted only by a minor 
rally in the fall of that year, declined persistently until 
the final crash of stock values in late 1929. Similarly, 
bonds turned lower in September, 1922, preceding subse- 
quent peaks in stock prices and industrial production by 
six months. Again, they were declining throughout 1919 
though the stock market did not top out until November 
of that year nor industrial production until the first quar- 
ter of 1920. Sharply rising commercial paper rates from 
late 1919, late 1922 and early 1928 told the same story 
as bond prices. Something of the sort also occurred in 
early 1937, though on a very minor scale, the open money 
market having by then become a sort of vestigial organ 
of our financial system. 

As was the case in 1937, rising material and labor costs 
figured prominently in the periods leading up to earlier 
depressions though neither was a factor in the 1929 
downturn which followed an irregularly declining trend 
of commodity prices and unit wage costs that had been 
under way for a number of years. The years prior to 1920, 
however, had seen one of the greatest commodity price 
sprees in history and, following the crash which termin- 
ated in mid-1921, commodities (Please turn to page 645) 
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Researeh Profits 


Last Year Industry Spent $215,000,000 on Research— 
Here Are Some of the Things It Is Getting for Its Money 


i in 1914 a German sub- 
marine commander slipped 
through the British blockade 
and brought his craft into 
Baltimore with a heavy cargo of dyes and medicinals 
which were immediately sold at sky-high prices. It 
couldn’t happen today. 

Why it couldn’t happen is obvious enough—this coun- 
try is now almost completely self-sufficient with respect 
to every major product of manufacturing. As for raw 
materials, the list of things we must import in quantity 
is steadily shrinking. In even the short space of the past 
few years we have become at least potentially independ- 
ent of foreign supplies of such items as potash, manganese, 
tung oil, vanilla, rubber, silk, tin and wool. But progress 
toward national self-sufficiency is only an incidental 
aspect of something much larger—an unfolding frontier 
that promises more jobs for labor, bigger dividends for 
investors and an all-round higher standard of living. 

The story behind it all—and it is a continued story 
with the most exciting installments yet to come—is one 
of conquest, but not of lands and men. It is a conquest, 
rather, of atoms and ideas. The battle lines are drawn 
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STEINMETZ in some 2,000 industrial labora- 
tories and pilot plants in this 
country alone, the soldiers are 
50,000 scientists, engineers and 
researchers, the weapons are curiosity, ingenuity and 
perseverence. 

Applied research on an important scale is a compara- 
tively recent development, having come into being only 
within the past two decades. In 1920, according to the 
National Research Council, less than 8,000 persons were 
engaged in research. By 1927, however, the number 
had jumped to 17,000 and by 1938 to 42,000. But 
progress has been far from uniform among various 
industries. 

Since 1927, research activity, as measured by the 
number of research employees, has scored the greatest 
percentage gain in the radio industry where, incidentally, 
a technological revolution of the first importance is cur- 
rently brewing. Other rapid gainers have been the oil, 
textile, food and machinery industries, though only the 
first and last named of these have yet won a place 
among the research leaders of today. Still tops by 4 
wide margin are the chemical companies with oil next 
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and then, in order, electrical equipment, machinery, 
rubber and communications. 

But though these industries are the leaders in re- 
garch, they have no monopoly. More and more the 
laboratory is becoming recognized in all fields as the 
incubator of future profits. It holds the answer, more- 
over, to those apologists of Government-in-business who 
cdaim that this country matured economically when it 
matured geographically. That answer was apparent 
even in the *twenties though it was then widely miscon- 
strued as insurance against cyclical depression rather 
than evidence of continuing secular growth. 


Research Babies of the Twenties 


For the ’twenties had their full share of young indus- 
tries whose existence was in no way dependent on a 
physical frontier, either expanding or static. The auto- 
mobile, mechanical refrigeration, electric power, tele- 
phone, motion picture, chemical, aviation and radio 
industries were major contributors to the general pros- 
perity of the years which saw the most rapid phase of 
their development, and yet none of them can be con- 
sidered old today. Some, indeed, currently offer as great 
or greater promise of future important development as 
they did ten or fifteen years ago. 

It is only within the past decade, for example, that 
the potentialities of organic chemistry have begun to 
become apparent. The synthesis of raw materials from 
coal, oil and living matter has already progressed to a 
point where rapidly declining dependence on some of 
our oldest natural raw materials is indicated. Silk, 
already on the way out as a result of its replacement for 
many uses by rayon, may vanish almost altogether with 
the commercialization of Nylon and Vinyon. And quite 
anumber of wool substitutes, often superior in important 
respects to natural wool, have been developed from soy- 
beans, corn, milk and other. organic sources. 

Perhaps the biggest recent news ofall in the field of 
synthetic organic chemistry is Standard Oil of New 
Jersey’s acquisition of the American production rights 
to “buna,” the German synthetic rubber, and the com- 
pany’s plans for an initial plant costing about $1,000.000 
and capable of producing 2,000 tons of the new product 
annually. In relation to ultimate possibilities, this will 
be but a modest beginning since it is estimated that 
plant facilities sufficient to supply the 600,000 tons of 
crude rubber this country consumes annually would cost 
from $75,000,000 to $100,000,000. 

Buna is reputedly superior for most uses to natural 
tubber. Automobile tires made from the synthetic 
material, for instance, give 20 to 30 per cent more 
mileage. As for cost of production—main drawback in 
the case of du Pont’s Neoprene and other synthetic rub- 
bers developed heretofore—buna can be turned out for 
alittle less than 20 cents a pound, slightly more than 
the average price level of natural crude in recent years 
but about on a par with current quotations. Chicf raw 
materials are air and oil. The latter, thanks to the new 
catalytic refining processes, is now an economic source 
of a by-product gas called butadiene which, when com- 
bined with another oil derivative, acrylic nitrile, yields 
the base material for buna. 

The new horizons that are appearing in the chemical 
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industry are not confined entirely to the field of organics, 
but there is not space here to cover even the latter ade- 
quately let alone explore the new avenues of profit that 
are opening up elsewhere. Let us leave chemistry, then, 
for a brief look into aviation and radio, also industries 
apparently as young today as they were ten years ago. 

Aircraft manufacturing, of course, is going ahead by 
leaps and bounds, with war business stimulating almost 
daily innovations in military craft, the latest being Bell’s 
“Aircobra.” Similarly, the commercial air lines are at 
length coming into their own and there is no end yet 
in sight to their rapid growth and technical progress; 
TWA, for instance, will shortly initiate substratosphere 
flights. But it is in another division altogether that 
aviation is still truly an infant industry. That division 
is civil aviation and its symbol of progress is the “light 
plane,” the sky flivver of which production last year 
jumped about 150 per cent over 1938. 

The light plane—‘“light” referring not to the weight 
of the craft but to the wing loading—is designed to make 
flying reasonably safe and financially possible for any- 
one of ordinary means. It has a 40 to 65 horsepower 
engine and a landing speed of 35 miles an hour, costs 
from $1,100 to $2,000, gives better gasoline mileage 
than a low priced automobile, cruises at from 70 to 100 
miles an hour and is easy to handle. Output of the 
industry last year was in the neighborhood of 4,000 units 
of which the largest producer, Piper Aircraft, accounted 
for some 1,700. Other leading light plane makers include 
Aeronautical Corp. of America (Aeronca), Taylorcraft, 
Luscombe and Porterfield. Engines are supplied mainly 
by Franklin Motors, Continental Motors and the Lycom- 
ing Division of Aviation Manufacturing Corp. 


Revolutionary Developments in Radio 


But if things are on the move in chemistry and avia- 


tion, neither are they standing still in radio. We have 
already noted that a revolution is brewing in the industry 
and that is no exaggeration of a development that bids 
fair to render obsolete $75,000,000 worth of present trans- 
mitting equipment and $3,000,000,000 in radio receivers. 
Object of all the excitement is the new Armstrong sys- 
tem of “frequency modulated” broadcasting, ultra short 
wave transmission that completely eliminates static and 
produces full, rich and natural tonal values. General 
Electric and several others have been licensed to build 
transmitters and receivers and at least twenty stations 
using the new system are now broadcasting or under 
construction. 

Facsimile broadcasting has emerged from the experi- 
mental stage and Crosley Radio has a receiving set on 
the market at $80. The latter turns out printed matter 
at 40 words per minute, a rate that will undoubtedly be 
stepped up in later sets. Tuned in continually, it pro- 
duces a running bulletin of spot news. 

Television is also coming along rapidly. Radio Corp. 
has announced the conclusion of successful tests of auto- 
matic relay equipment that makes financially possible 
a countrywide telecasting network, something that was 
out of the question as long as it depended on the $5,000 
a mile coaxial cable. Also promised before the year is 
out is “improved projection of large television images of 
a size adequate for theater (Please turn to page 641) 
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What's the Matter with 
the Building Shares? 


Despite 1939 Gains in Construction, the 
Industry Is Puzzled Over Current Trends 


BY WARD GATES 


; 


; ia experience of the building industry itself, acquired 
during the past eighty years, may offer a clue as to why 
the market prices of the building supply companies’ 
shares apparently refuse to recognize the industry’s good 
earnings of last year and the confident predictions that 
there is sufficient demand to warrant at least an increase 
of approximately 10 per cent in the value of new con- 
struction this year. 

Close observation of the rise and fall of building opera- 
tions since before 1860 indicates that there is a broad 
cyclical trend in construction volume. These cycles ap- 
pear to average about 18 years from peak to peak but 
the recovery phase of the cycle covers less than 40 per 
cent of the cyclical period. Both the recovery and de- 
cline phases are affected by the condition of general 
business but declines in business activities have usually 
been preceded for some time by lessening building vol- 
ume while the pace of rising construction volume has 
consistently lagged behind general business gains. 


Then too, any great war—whether we are actively en- 
gaged in it or not—has cut short any private building 
operations although any subsequent peace has usually 
been followed by sharp booms in building. 

Just prior to the American War between the States, 
there was an increasing demand for new housing and 
commercial facilities. The declaration of war interrupted 
the uptrend in building operations so sharply that there 
was a virtual cessation of non-residential construction in 
1861, and by 1863 residential construction declined so 
precipitously that the gains of the past ten years were 
wiped out. After peace had been declared, however, 
building operations increased sharply, reaching a peak 
in 1870—about five years after the boom started. From 
1870 on followed the first “long depression” of the sev- 
enties which terminated in 1879. A mild recovery in 
building set in about 1880 but again, eight years later, 
there were strong indications that some reversal in the 
general prosperity which had prevailed since 1880 was 

about due. The reversal did 
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actually appear in 1893—a panic 
year—but by that time, building 
activity was well on its way 
down, not to recover fully until 





the upward cycle began again in 
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about 1903. This upswing—set 
back only slightly by the panic 
of 1907—reached a peak in about 
1909 but held close to the top, 
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reluctant to decline sharply un- 
til 1914 when the outbreak of the 
World War brought residential 
building almost to a standstill. 
The end of the war brought 4 
construction boom of unprece- 
dented proportions which cul- 
minated to all intents and pul 
poses in about 1926. The down 
trend in building activities was 
clearly apparent long before gen- 


























93g ——_____1____ 
NGINEERING NEWS RECORD STATISTICS 








eral business activities and na- 
tional prosperity topped out i 








1929. The pattern of the recov 
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ery in building activities, started 
in 1932, is so startlingly similar 
to those of previous recoveries 
that there is considerable cause 
to wonder why the building 
shares have been making a 
rer than average market 
showing, since their cyclical peak 
would ordinarily occur several 
years from now. 
“The “whys and wherefores” 
of these cyclical swings and their 
timing are many. They include 
obsolesence of existing struc- 
tures, the periodic inadequacy 
of housing facilities to meet the 
needs of a growing population, 
costs of materials and labor, pub- 
lic income, degree of confidence 
in the future and—perhaps as 
important as any of the purely 
economic reasons — changing 
fashions in both exterior design 
and labor saving or comfort pro- 
moting equipment. The inter- 
relation of these and many other 
factors is highly complex; too 
much so to analyze fully in the 
space available for this discus- 
sion. Suffice it to say that they do exist and each exerts 
its own varying influence upon the entire structure. 

The foregoing is the broader factor upon which the 
uncertainty as to the nearer term outlook for future of 
the building industry is based, but there are other—not 
so academic—developments which are making for hesi- 
tation upon the part of the investor to purchase the 
building supply companies’ shares. 


Nesmith 


Costs Are Almost Inflexible 


One of the more unfavorable aspects of construction 
has been the almost complete inflexibity of construction 
costs. While the upward pace of building activity has 
consistently lagged behind that of general business, 
building costs have just as consistently followed closely 
general business gains. To the actual costs of construc- 
tion, the generally accepted index of building costs, must 
also be added the cost of the land to be used, the cost of 
the money borrowed to finance the venture and main- 
tenance cost which include taxes. 

Through the operations of such government agencies 
as the F H A, the cost of hiring money has been reduced 
sharply and such former evils as the second, and even 
the third, mortgage have been eliminated. Prices of land 
are, of course, relative since it is not likely that a modest 
home will be built upon a high priced plot nor is it prob- 
able that a pretentious residence would be placed upon a 
plot in a low priced neighborhood. 

Unfortunately—for the building industry—financing 
costs are the only costs which are appreciably lower than 
those which prevailed during the height of the previous 
building boom. In 1926, the index of construction costs 
—as compiled by the “Engineering News-Record”— 
reached a monthly high record of 210.8 and averaged 
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With the assistance of the Federal Government, many slums in our most densely populated 
cities are being eliminated, some areas are being utilized for city improvements such as 
parkways and arterial highways, and others for new housing projects. 


208.0 for the year. The 1926 high mark was not ex- 
ceeded through out the depression period although the 
lowest point touched was 152.2 in June, 1932. From 
then on, coinciding with industrial recovery, costs rose 
constantly in each year to November, 1939, when the 
cost index stood at 238.20, 13 per cent higher than in the 
previous boom peak and about 56 per cent higher than 
the 1932 depression low. The increase in the construc- 
tion costs index becomes more significant when it is ob- 
served that the wage rates for both skilled and common 
labor are currently higher than in any previous year; 
even higher than in 1930, the previous peak year. 

Some relief from excessively high labor costs is likely 
during the next year but any decreases that may accrue 
will probably be the result of factional disputes within 
the labor unions arising from the strong efforts of both 
the CIO and the AFofL to obtain tight control of 
our largest and most influential industry. Whichever 
faction may happen to win, it is not likely that the bene- 
fits will be permanent since higher wages and shorter 
hours are the most attractive inducements that unions 
have to offer to maintain their membership. 

Material prices are higher in some instances but the 
increases have not been anywhere near as large or sharp 
as labor costs. For instance, cement prices rose about 
3 per cent above 1988 prices but they continue to com- 
pare very favorably with the 1932 low price and are 
still well below those of 1926. Asphalt, used in roofing 
materials and for roads, was actually lower last year than 
in 1988. Paint prices rose moderately late in the year 
but only because of -war conditions which increased the 
cost of paint makers’ raw materials. Lumber prices also 
advanced but were less than 3 per cent above 1938 levels 
and were about unchanged from those levels which pre- 
vailed during the previous (Please turn to page 644) 
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Annual Dividend Foreeast 


As we swing into 1940 in- 
vestors are confronted with 
three cireumstances which 
make the general outlook for 
the year uncommonly difficult 
to appraise. First, the Federal 
Reserve Board index of indus- 
trial production closed the year 
1939 at a level above that of 


Part Ill — Merchandising, 
Building Materials, Oils, 
Metals, Miscellaneous Issues. 





Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. The 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


ments at least to better those 
of the first half of 1939. 
Part III of our Annual Divi. 
dend Forecast is here pre 
sented, covering the industries 
listed at the top of this page, 
Part II was presented in ow 
issue of February 10, and Part 
I in our issue of January 27. 





such peak years as 1919, 1923, 
1929 and 1937. Both because 
of the height reached and the 
speed with which it was at- 
tained, some degree of reaction 
within the first half of this 
year seems a virtual certainty. 
Second, and greatest of all 1940 


A—Active, further progress indi- 
cated, 

B—Active, further progress may 

C—Depressed, prospect for re- 


D—Depressed, no nearby im- 


INDUSTRY COMPANY 


be slow. pected. 
covery favorable. 


provement indicated. 


1—Good earning power; sub- 
stantial gains indicated. 
oe in earnings ex- 


3—Gain in earning power may 
be slow. 


4—Eoarnings outlook  unfavor- 
able. 


The tables are accompanied 
by our investment ratings, ex- 
plained at left. Issues with un- 
broken dividend records for ten 
years or more are marked with 
an asterisk. Issues recommend- 
ed for safe income are noted 
with a star. Issues favored for 





investment uncertainties is the 

war. Third, we face a notably impor- 

tant political campaign and election. 
If there is one outstanding char- 

acteristic of the security markets 

and of 1940 corporate financial pol- 


icy it is caution and conservatism. 
We can doubtless expect this to be 
reflected in dividends, although for 
the coming half-year we can prob- 
ably expect the general run of pay- 


cyclical appreciation potentiali- 
ties are marked with a dagger sym- 
bol, but, of course, timing of any pur- 
chases should accord with advices 
given in our general market article, 
a regular feature in each issue. 





Retail Trade Gained Sharply Last Year 


Business Volume Continues at Satisfactory Levels 


_—— to the Department of 
Commerce, retail sales in the United 
States for last year totaled about 
$38,000,000,0000, or approximately 
$2,500,000,000 more than in 1938. 
There was little difference in prices 
between the two years, so that the 
increase in dollar sales virtually rep- 
resents an increase in physical vol- 
ume. The gain, however, was largely 
concentrated in the field of consum- 
ers’ durable goods. Furniture and 
electrical appliances made an excel- 
lent showing, although building ma- 
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terials and hardware were not far 
behind. Mail order sales established 
a new all-time high at a figure about 
12% ahead of 1938. Sales of variety 
stores were about 514% greater than 
in 1938. As might have been ex- 
pected, retail businesses handling 
such stable lines as food and drugs 
had a sales volume in 1939 that was 
but slightly above that of 1938. 
The financial results of last year’s 
upturn in volume may be seen in the 
accompanying table. With few ex- 
ceptions, earnings gained substan- 


tially and_ stockholders benefited 
through increased dividends and ex- 
tras. Although they have naturally 
increased in price, the stocks of 
many merchandising companies still 
afford a reasonable return on the 
money invested in them. Moreover, 
when one considers the number of 
companies that have paid dividends 
without interruption for ten years or 
more, it is evident that the group is 
one affording a high degree of stabil- 
ity in regard to income. 

Currently, retail trade prospects 
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wre good. While there has been a 
definite slowing down in a number of 
important fields, it has not as yet 
affected retail trade, despite predic- 
tions to the contrary. Mail order 
ales in January gained over Janu- 
ary, 1939, at about the same rate as 
previous months gained over the cor- 
responding periods of 1938. In the 
New York district department store 
ales in January were about 10% 
lrger than in January, 1939, while 
other important districts are making 
aneven better showing. Parts of the 
South have been exceptional in that 
their sales have been actually lower 
than they were last year. Unless, 
however, there should be no recov- 
ey, this may be attributed to the 
exceptionally cold, unseasonable 
weather which befell the South dur- 
ing January. 

Nevertheless, while the current 
prospects for retail trade are good, 
it would be foolish to ignore the fact 
that this business is inextricably 
bound up with the business of the 
country as a whole. In other words, 
retail trade may be able to ignore 
some recession -in general business 
fora time, but it cannot help but 
feel the effects of any such recession 
should it last. Hence, the outlook for 
retail trade really becomes the out- 
look for business as a whole. It is 
our opinion that while our own do- 
mestic political uncertainty, coupled 
with the uncertainty that surrounds 
the war abroad, will tend to make for 
some further decrease in business 
activity from this point, nothing in 
the nature of a serious slump threat- 
ens and that the recovery during the 
second half of the year may be more 
rapid than is generally expected. 

So far as factors particularly af- 
fecting retail trade are concerned, 
they are, on the whole, favorable. 
Present inventories are not exces- 
sive. Indeed, towards the close of 
last year business was actually lost 
because of a shortage of goods and 
the same thing happened more re- 
cently during the spell of cold 
weather. As for prices, while they 
trend somewhat higher, there has 
been no such advance as might alarm 
consumers and a number of organi- 
zations are on record as looking with 
disfavor upon anything in the nature 
of profiteering. At the present time 
there seems to be little chance that 
the movement of prices, either up or 
down, will be an upsetting influence 
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Position of Leading Merchandising Stocks 








Company 


Alllied Stores 


Earned ee Price Range 
are 
1938 1939E High 


59a 1.202 113% 6 





American Stores 


NF 14% 


8% 





Amold Constable... .. 





Ass. Dry Goods 


NF 10% 55% 





**Best &Co......... 


3.60a * 5714 32 


NF 13 7% 10 


Divs. 
Recent Paid Market 
Low Price 1939 Rating 


COMMENT 


9 to B-2 Earned $1,600,000 before taxes 
in nine months to Oct., last, com- 
pared with $748,000 for previous 
period. 








13 j -. Dividends resuned. Should con- 


tinue to pay something. 


25 cents paid Jan. 25. 








8 ae May start soon to liquidate ar 
rears on 2nd pref. 





38 i 50 cents quarterly appears well 


within earning power. 





Fed. Dept. Stores... .. 


2.454 NF 27% 


Earnings seem to justify higher rate 








**First Nat'l Stores... 


3.146 3.386 51 





Gimbel Bros......... 


NF 13% 7 Ye 





Se 


2.03a NF 35 





Green, H. L......... 


2.83a 35% 





Interstate Dept. St... . 


def.a NF 14%, 





**Jewel Tea 


5.09 5.65A 89% © 





Mreege, S. S...--..-- 


1.63 1.89A 26%, 





*Kress, S. H. 


1.37 192A 29% 23% 





**Kroger Grocery.... 


2.05 3.02A “29% i 20% 





Lerner Stores 


NF 32% = 23. 








NF 17% 9% 





**May Dept. Stores. ; 





McCrory Stores 


195A 17% 9% 





McLellan Stores.. ... 


1.20 105% 6% 





**Melville Shoe 


Monts. Ward 


NF 72 46 


3.50a 4.50a 57% 40'/, 





*Murphy, G. € 


NF 70% = 50 





National Tea 





*Newberry, J. J...... 





**Penney, J. C 





**Safeway Stores. . . . 


4.02 6.61A 51% 27% 





Stas, Roebuck 





*Shattuck, F. G 


-30 11% 6% 





1.09 





Spiegel, Inc 
*Woolworth, F. W... 


E 
earnings. 
mended for income. 


Redenated. NF No estimate possible. a 
{Plus payment in stock. 


2.95 3.02A 50% 36 


43% 251% 29 2.00 B-2 


NF 53% 40% 


4.172 7.50 85% 60% 84 4.25 B-2 
15% 8% - 
41 2.40 


Uninterrupted dividends over 10-year period. 


No change in 621 cents quarterly 
expected. 





Dividends may be delayed. 





Last year’s sales at record break- 
ing levels. 





50 cents plus 50 cents extra paid 
Jan. 18. 


Probably will report “black” 
figures for the year just ended. 


To pay 100% in stock. 
30 cents plus 15 cents payable 
Mar. 13. 














26 Continuance of 40 cents quarterly 
likely 





29 . Dividends and earnings jump 
sharply. 

28 4 Earnings for last year expected to 
show large margin for 50 cents 
quarterly, 


Departs from famous ‘‘cash"’ basis. 











 B-2 Liquidates preferred arrears and 
pays on common. 


14 -30 





53 3.00 B-2 May pey more than 75 cents 


quarterly. 





Declares year-end dividend and 
25 cents payable March. 


16 1.00 B-2 





8 -60 B-2 


Might pay more this year. 





32 4.00 Doing well. Drastic change in 


capitalization. 





53 2 Payments much below estimra‘ed 
earnings. 


Sales for last year about 12% 
ahead of 1938. 


; Dividends likely to be delayed. 


May pay more than 50° cents 
quarterly. 


Anticipate further extras in addi- 
tion to 75 cents quarterly. 


Income and sales highest in history 
for last year. 




















Last year's sales set record. 





Lower earnings are estimated for 
last year. 


7 -49 B-3 





10 7 30 __ B.2 Paid 15 cents on common Feb. 1. 


B-2 





War effects on foreign subsidiaries 
complicate outlook. 








Yeart Sian th 39. b Year to April 1. A--Actual 


*—Recom- 





in retail trade. Finally, anti-chain- 
store agitation appears to be less in- 
tense than in the recent past. Nor is 
there the same power behind legisla- 
tion that might interfere with the 
distribution of goods in other ways. 


On the other hand, the trend of ex- 
penses, particularly taxation, contin- 
ues upwards. This last, however, 
will hardly be burdensome so long as 
volume remains at reasonably satis- 
factory levels. 








Position of Leading Building Stocks 


: om total volume of construction 
last year was about 6 per cent greater 
than in 1938. There were, however, 
wide variations among the different 
divisions that make up the building 
industry. The best showing was 
made by residential construction, 
followed by public works. -Residen- 
tial construction was about 35 per 
cent ahead of the previous year. 

Towards the close of 1939 impor- 
tant changes took place. Activity 
in public works declined, while com- 
mercial building which had _ been 
more-or-less dormant came to life. 
The reasons for this are quite clear. 
One by one, P.W.A. projects were 
completed and new ones were not 
commenced to offset the declining 
activity. This accounts for the de- 
cline in public works. On the other 
hand, commercial building was 
stimulated by the near-boom which 
came into being towards the end of 
the year. 

From the standpoint of companies 
catering to the building industry, 
1939 must be considered to have 
been reasonably satisfactory. Earn- 
ings for the most part were moder- 
ately ahead of 1938 and stockholders 
received proportionately larger divi- 
dends. Unremunerative prices which 
are so often a problem in many lines 
of building materials were not the 
adverse factor that they have been at 
times. 

The consensus of informed opinion 
in the building industry is to the 
effect that residential construction 
this year will register further gains 
and be about 10 per cent ahead of 
1939. Optimists point to a continu- 
ance of F. H. A. activity and to cal- 
culations which purport to show that 
there still remains an enormous lack 
of suitable housing. On the other 
hand, those more pessimistically in- 
clined doubt that there is any such 
need for additional residential con- 
struction and stress the fact that 
there no signs of soaring rents 
which is the best single indicator of 
a housing shortage. 

Probably a great deal depends 
upon the course of general business 
from this point and, possibly even 
more important, whether or not there 


are 
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Earned dead 
Shar 
1938 1939€ 


Price Range 


Company __ Hich Low 


Recent 
Price 


Divs. 
Paid Market 
1939 Rating COMMENT 





19% 


5% 





Alpha Port. Cement .37 1.50 





Am. Encaustic Tiling.. def. NF 


123), 


14 1.00 B-2 Should not be difficult™to main. 
tain 25 cents quarterly. 





3 ia B-3 Last year will prove to have been 


profitable. 








American Radiator ~ def. 40 18% 


Bh 


>” 2 B-2 Probably will make additional 
payments from time to time. © 








Armstrong Cork Rock. oe NF- 58 


Celotex. 58a 93a. 19%, Ss 7h 


Certain-teed Prod... nil 2513 


a : Pads. 5% 
Congoleum-Nairn. 1.02 1.70A 


30%, 19 


' = ee nil NF 38 16 
Devoe & Raynolds i 
sag oo def.b 


2.056 32% 18 


Flintkote..... 1.21. 2.00 31% 15 


General Bronze....... .23. NF “5%, 2% 
Holland Furnace... 2.53 3.00 51 
Johns-Manville...... 1.09 NF 105 59 


Lehigh Port.Cem..... .63 





Lone Star Cement 3.02 353A 62 | 


Masonite. ...... “4.95¢  1.99¢ 57% 30 


Minn-HonneywellRes. 1.41 2.20 851 
NatlGypsum........ 49 1.00 16% 84 


31%, 


an 
~ ie as 
2.80 #2 £17 ~~ 

38 
a sae ae 


44, 


May well pay even more this year, 
May make some distribution be. 
fore long. 


“iar ~ B-2 Large accumulations on the pref, 


50-cent extra at the end of last 

‘ year reflects _increased earnings, 

B-2 Expected to make further pay- 
ments from time to time. 


402.6 B-2 
12 B-2 








24 «1.50 B-2- 
23.60 


B-2 Dividends resumed. Should con. 


tinue. 


~ B-2 Does better Year-end dividend 
raise: 
Not a near-term dividend pros. 
___ pect. 2. 
B-2 Expected to continue 50 cents 
____ quarterly. 
B-2 Calling part of the outstanding 
preferred. _ sae 
B-2 Further extras in addition to 37h 
cents quarterly expected, 
B-2 Regular 75 cents quarterly ap. 
ac pears well assure a 
B-2 Regular 25 a and 25 cents 
extra payable March, 
B-2 Should continue to pay at least 
al 50 cents quarterly. 
B-2 — initial dividend. There 
sh oul Id be further payments with 
of earning power, 





B-3 





322.00 








22 «41450 





44°~«3«25 








50 2.00 





7. ae! To 








*Otis Elevator........ .76 1.30 27% 15% 


*Paraffine Cos......... 2.440 
Penn-Dixie Cement. nil NF Sie 
*Ruberoid 


1.30 1.80 34 155% 


Sherwin-Williams... .42¢  5.96e 
= 
6.00 113 


2% 
65%, 


Thermoid i Corp wy q nil 


*U. S. Gypsum 3.50 


*Yale & Towne 14 NF 33%, 1834 


d—Year to June 30. A-—-Actual earnings. * 


2.80d 60% 35 
Ls : 
19. ~+«+12.10 


1134 81 | 


17 “.90  B-2 15 cents payable March. Likely 
to pay more later on. 

~ B-2 Raises dividend in line with in- 
creased earning power. 

Large arrears on the preferred. 
B-2 Will continue to pay in accord- 
ance with earning power. 
Outlook good, Likely to pay 
even more this year. 





432.25 





8) a Sees 





90 =. 2.75 B-2 


7 1 a nee Ber? _ Reducing arrears on $3 preferred. 
86 4.00 


~ B-2 Both earnings and dividends 
rise sharply. 
B-2 Should maintain a rate of at least 
15 cents quarterly. 


tT ane 3 


E Eotinante. NF-No estimate sini a Yearte Oct. : 31. * Year te Siew: 30. c—Yearto Ae 
Uninterrupted dividends over 10-year period. 





develops a rift in the clouds of un- 
certainty. It is true that men buy 
homes out of their wages and with 
their savings, but experience shows 
that unless they are reasonably sure 
of economic stability they are dis- 
inclined to assume long-term obliga- 
tions. 

For other types of construction 
the outlook is even more clear-cut. 
It is possible that the Government 
further yet another P.W.A. program, 
but it does not appear likely. Hence 
it must seem that the low point in 
public works has not as yet been 
seen. Industrial and commercial 
construction will remain reasonably 
active for a time working on the 
backlogs that exist in this field, but 
the volume of new contracts de- 


pends entirely on the course of gen- 
eral business. 

Government investigation of build- 
ing still continues. A number of 
labor unions and their leaders have 
been cited for monopolistic practices. 
And the same fate has befallen a 
number of building material com- 
panies. Should the government even- 
tually succeed in bringing about 
a material reduction in construc 
tion costs, it undoubtedly would have 
a tendency to stimulate activity. 
At the same time, if such a reduc 
tion in costs were brought about at 
the expense of the building supply 
companies, rather than at the ex 
pense of labor, the earning power 
of the latter might be seriously 
affected. 
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Position of Leading Oil Stocks 


7. year which has just passed 
was not a particularly happy one 
for the petroleum industry. Despite 
the fact that the consumption of oil 
and its derivatives established new 
all-time high records, profits for 
many companies were below those 
of 1938. Nor was the poor showing 
due to any violent excess of pro- 
duction, for this failed to come up 
to the record established in 1937. 

Oil company profits would have 
been worse than they actually were 
had it not been for the recovery 
which took place towards the end 
of 1939. The industry got away to 
a poor start. Crude producers con- 
tinued to be adversely affected by 
the price reduction which was made 
effective at the end of 1938. At 
the same time, the margin between 
the price of refined products and 
the price of crude still remained 
disappointingly narrow. It was not 
until the last four months that re- 
fined prices recovered sufficiently 
for profits to be reasonably satis- 
factory. ; 

Stockholders were less adversely 
affected by the decline in earning 
power—particularly during the first 
part of the year—than might have 
been expected. This, of course, is 
because most of the major oil com- 
panies have large financial resources 
and have long followed a dividend 
policy that has been most conserva- 
tive. 

Although the petroleum industry 
did much better in the last four 
months of 1939, the present position 
isnot a thoroughly secure one. Gaso- 
line stocks are excessive and, as the “y 
are likely to continue to rise until 
the end of March, it is clear that 
they will become even more burden- 
some. Re ‘fining activities might have 
been held in somewhat better check 
during the winter season had it not 
been for the great demand for fuel 
oil. As it is not possible to produce 
the latter without at the same time 
producing gasoline, the reason for 
the large gasoline stocks is at least 
partly explained. At the same time, 
it must be admitted that the re- 
finers probably failed to do their 
best towards reducing operations 
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Earned Per 


are 
Company 1938 1939E 


Price Range 
1 


Hi h Low 


Recent 


Price 


Divs. 
Paid 


Market 
1939 ji 


Rating COMMENT 





+*Amerada 2.07 NF 


Atlantic Refin . 1.40 1.66A 


Barnsdall. .. 1426 -90 


Consolidated Oil..... .53 NF 


{Continental Oil - 4.10 «1.20 


Creole Petroleum. 1.64 ~=NF 
Gulf Oil... Cy 
Howton Oil 83 NF 
+*Humble Oil... 3.98 NF 
*International Pet...... 1.99a NF 
Maracaib> OilEmp.. def. N- 
Mid.-Cont. Pet...... 56 
Ohio Oil.. 


Phillips Pet. . . 2.03 2.20 


*Plymouth Oil....... 2.59 


NF 


1.00 
‘NF 
a 


2.374 


74%, +50 
247, 
“19% 11% 
“9% 6% 


31% 19% 


238 16%, 


45% 


VF, 4% 


71 52% 


87h 17 


2% «71 


18% 


29/4 


18 11%, 


10% 6 


2% ©6617 


TT — 


55 


23 


12 
“ 


24 


22 


37 


6 
61 


18 


; 


14 


~ 1.00 


~ 2.00 


= 


= 


C-2 Recent earnings sharply lower, 
but no change in 50-cent quarter- 
ly expected. 


25-cent quarterly 
assure 


90 C-2 Tos oat dividend cut to 15 
cent’, 

80  C-3 Does better, but further imp improve- 
ment needed to assure present 
dividend. 


quarterly 


2.00 





1.90 Cc-3 ~ seems well 


“25 cents 
well assured. 


“€-2 Likely to pay at least as ; much 
this year as last. 
No change in 
__expected. 


€-3 Dividend arrears _n the preferred. 
C-2 Expected to report sharply lower 
_ earnings fe for last year. 

Fiscal year caanged to calendar 
_year. 
~ Ma 
year. 
Likely to pay as much this year 
as lat. 

“Dividend passed, but did much 
better in last quarter, 1939. 
Expected to pay at least 50 cents 
quarterly this year. 


1.00 Ee reasonably 


1.00 C-3 | 25-cent quarterly 


1.75 C-2 
€.3- “report small, profit for last 











2.00 





22 


$1.4 in cash appears to be well 


1.40 [ 
within company's earning power. 








Pure Oil 38 ~—«O9 


Seaboard Oil.... 1.52. 


Shell Union. i; 


Kaly OW..5...5. 1 


*Socony-Vacuum . 1.29 NF 


¥St. Oil of Calif... 
¥§t. Oil of Ind ... 


F*St.Oil of N. J. 2.86 NF 


St. Oil of Ohio 1.81 NF 


*Sun Oil 1.07 2.74A 


t*Texas Corp.. 2.13 NF 


Tide Water Assoc.... 1.28 90 


*Union Oil of Calif... 1.47 1.10 


Wilcox Oil & Gas... 52 -70 


- PRO A fa nings. } 
Recommende 


dividends over 10-year period. | 


a ae 


_ we 
1.994 


11%, 6% 


25 Resumes dividends with year 
end payment. 





24%, 15% 


18 


Earnings lower, but 25 cents 


1.00 
quarterly still well covered. 





17%, 9% 


11 


May pay more this year than last. 





291% 15% 


15% 


101% 


20 


an 


Retirement of bonds and pre- 
ferred proposed. 

Might pay more than 50 cents 
yearly before long. 








33%, 241% 


300222, 


53% «38 


32% a 


66 45594 


50%, =32% 


141, 9% 
19%, 15% 


4% 2% 


Plus p " 


“Sane 


24 


27 


30 
62 


a4 


7 


mentin stock. a 


Will continue to pay dividends 
according to earning power. 


Earnings lower, but regular 25 
cents quarterly seems well as- 
sured 








Last year's earings expected 
to 4 considerably better than in 
8 





~ Believed to have made gains last 
year. 
Stock dividend of 5% 
March. 
Should pay at least 50 cents 
quarterly t«is year. 
Dividend reduced to 15 cents 
following drop in earnings. 





payable 





"25-cent quarterly ly appears to be 
reasonably well assured. 

May make some small distribu- 
tion before long. 


Year to June 30. Uninterrupted 


for cyclical appreciation. 





because of the expectation that the 


war would bring about a marked in- 
crease in export business. While 
such a demand may yet develop, 
it has not developed up to the pres- 
ent time. Hence, the existing price 
structure is precarious. 

There are additional uncertain- 
ties of a political nature. The pres- 
ent Congress may well see a drive 
for Federal control of the petroleum 


industry 


Also, an effort may be 


made to force disintegration of in- 
tegrated oil companies. Of course, 
a tightening of state control, par- 
ticularly in California and Illinois, 
would lessen the urge for Federal 
control but, even so, it is a fact that 
whenever there is political meddling 
in an industry it has a dampening 
effect upon a stockholder’s enthu- 
siasm. 











Position of Leading Metal Stocks 


Riis year was one of promise and 
disappointment for holders of metal 
stocks. The period started poorly, 
but then there came the war and a 
boom of considerable proportions 
developed. There was a large ele- 
ment of speculation in it. Metal 
stocks in the hands of consumers 
were at a low level, while produc- 
tive activities were on a curtailed 
basis. Thinking that the war would 
start on a large destructive scale 
and that the demand for metals of 
all kinds would be enormous, con- 
sumers rushed to replenish their de- 
pleted stocks. Undoubtedly, many 
went even further than this and 
took “long” speculative positions. 

The effect of this was to move 
metal inventories from the hands 
of producers to the hands of con- 
sumers, lift production and raise 
prices, all of which was of benefit to 
many of the companies in the ac- 
companying table. But the war has 
not developed as was thought and 
it is now a question (1) whether it 
will so develop and (2) whether, if 
it does, American producers of metals 
will be aided as much as had been 
expected. 

These are points that can hardly 
be settled definitely. One may, how- 
ever, point out that the United 
States is by no means the sole source 
of supply and that with their limited 
supply of dollars practically ear- 
marked for airplanes and other ma- 
terial unobtainable elsewhere, the 
Allies will undertake large scale buy- 
ing of metals here only as a last re- 
sort. That conditions are not what 
they were calculated to be during 
the speculative frenzy last fall, is 
to be seen in the price reductions 
that have been made recently. Cop- 
per which sold at 1214 cents a pound 
between October 5, 1939 and Janu- 
ary 18, 1940, has been cut to 1114 
cents a pound. Zinc is off a full cent, 
while the price of lead was reduced 
the other day in the face of what 
had been considered an exceptionally 
strong statistical position. 

Yet, if the prospects of the metal 
companies benefiting as a result of 
the war are not particularly bright, 
there is no reason to feel unduly 


608 





Earned Per Price Range 


are 
Company 1938 1939E High Low 


Divs. 
Recent Paid Market 


Price 1939 Rating COMMENT 





Alaska Juneau E -89 10 6% 


6 -80 B-3 Should be able to pay at leay 


15 cents quarterly. 





tAlum, Co. of Amer.. ; NF 147 90 


6.00{ B-2 Last year's ine may have es. 


tablished new high record, 





Aluminium, Ltd.... .. 15. NF 141 86 


—— is 
Doing well, but war factors com. 


97 4.25{ B-2 
plicate. 





American Metal 1.80 2252 


24 1.90 B-2 25 cents quarterl seems wall 


within the company’s capacity, 





Am. Smelt. & Ref... . 4.30 63 3512 


51 3.00 B-2 May say more this year than lat. 





Anaconda Copper... . 2.50 49 20%, 


Higher dividends reflect in. 
creased earning power. 


23 1.25 








*xCerro de Pasco... .. 1. NF 52% 32 


Strong finances bolster safety of 
dividend. 


39 4.00 





Climax Molybdenum . 3.80 601 345 


Moral export embargo compli. 
cating factor. 


38 3. 0 





*Dome Mines iJ 2.0 34 2014 





Eagle Pitcher Lead. . s NF 14%, : “hh 





**Homestake Mining. 4.90 661%, 





*Howe Sound 5.25A 57 “a? 





Hudson Bay Mining. rs 2.00 35% 1% 


DA 1 })}§69% 





Inspiration Copper... . 


47, 


21% 


Should continue payer of sub- 
stantial divi ends. 


22 2.00 


Cor 
eae 
+*American 
po asenasaal 
American Ch 
American 
American Hi 


+*American 


: 
*American S 


‘Archer-Dan 


*Brown Shoe 


Carier Corp . 


{Celanese C 


‘Champion f 
*Cluett Peab 


Commercial ‘ 


‘Commercial 


Container Cc 





10 ‘ There were substantial profit; last 
year. 





56 : Dividends are not threatened over 
the near-term, 





49 ; Continues to do well despite ws. un- 
surrou 
ing some ‘foreign properties, 








% 25 oe Should pay at least as much this 
year as last. 


**Continent 


Continental [ 


Crown Cork 
Dresser Mfg 
Endicott J 
Glidden . 





May make some distri ution soon 
if improvement continues. 





International Nickel... 2.50 55% 35 





Kennecott Copper... 3.00 


46 28 


Does better, but war factors com. 
plicate. 





Should continue to make sub- 
stantial payments. 


Hat Corp. **: 
tindustrial R 
Interchemica 





**Lake Shore Mines. 3.53a 50% 19 2 





*Magma Copper 3.00 40 


95% 


Likely to pay at least 75 cents 
quarterly, 


Kinberly Cl 





: 35 2.75 Earnings better, pet helped by 


non-recurring profits 








*Mclntyre Porcupine. . 1.09A 591% 39 


43 = 2.00 pene may be maintained ats 


somewhat lower level. 





Miami Copper > NF 
T*National Lead... 1.23A 27% 


16% 6 





17% 


9 itaes B-3 20 cents payable Mar. 1. 
Noted for conservative dividend 


policy. 





20 87% B-2 





+*N. J. Zine 2.70A 76 46% 


tNewmont Mining. . . i NF “9 
Phelps Dodse....... 1.71 





841 
*St. Joseph Lead.....  .68 NF 49%, 


Silver King Coal...... def. .40 8% 4% 


+Sunshine Mining 
*U. S$. Smelting... .. 


2.45 
4.68 





7.00 


an... 2 wa “2 46 


£ Lotmeted. WF No estmote seein, 
year period. *Recommended for income. 
stock. a—Year to July 31. 


“51 
2.40. 47 28% 


27h 


913A 1% Th 
68%, 48 ~~ 


, e~<etel earings. 
tRecommended for “yelical appreciation. 


60 2.50 B-2 Will do better if zinc prices re 


cover as they are expected to do. 
Proposing to pay 100% in stock. 
Continues 





73 «3.50 
37.~=«21450 





Has good record. 
to expand, 


Dividends and earnings both 
jumped last year. 


6.25  B-3 Prosperity depends upon govem- 
ment silver policy. 


10 1.60 "B23 Longer-term outlook obscure. 
“63. «5.50 ‘Dividends ~ following 





“38 ~+«-22.00 





increased 
tise in earning power. 


-2 Expected to make at least another 
year-end payment this 5 year, 








*—Uninterrupted dividends over 10- 
{Plus payment in 





pessimistic. Domestic consumption 
this year should be good and, pro- 
vided the expected demand materi- 
alizes, even present prices would 
make for reasonably — satisfactory 
profits on the part of the more effi- 
cient companies. Finally, there is 


the fact that now that the stocks 
of most metal companies have re- 
treated well below last year’s high 
levels, they are selling at prices that 
largely aan any war prospects 
that they once might have been 
thought to possess. 
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SLambert. 
‘Lehn & Fin 
‘Lite Savers 


Mohawk Ca 
‘Novadel-/ 
Omnibus C 
tOwens- ili 
Pat & Lom 
*Procter & 
Simmons Co 
Saldng (A 
Sutherland 
Tennessee C 


Texas Pacifi 
Trwax-Traer | 
Tubize Chat 
Union Bag ¢ 
United Drug 


—_ 


**United F 
U.S. Hoftm. 


‘White Roc 
a vilsley 


E- Est 
Year tc 
for cyclica 


FEBRUS 


fety of 
compli. 


of sub. 


Fits last 


ed over 


ite un. 
rround- 
es, 


ich this 





Position of Important Stocks Unclassified as to Industry 








Earned 
Per Share 
Company 1938 1939E 


Price Range 
193) 


High 


Divs. 
Paid 
Low 1939 


Market 


Recent 
Rating 


Price 


COMMEN 





+*American Can 4.35 6.22A 


1161 


831%4 115 4.00 A-3 


May pay an extra in addition to $1 quarterly. 





American Chain & Cable 56 1.80 


25% 


13% 20 1.°0 B-2 


Larger dividends follow jump in earnings. 





+*American Chicle 8.79A 


132 


10914 138 6.25 B-2 


May well pay even more this year than last. 





American Hide & Leather 59a 


2% 5 B-3 


Doing better. Liquidates preferred arrears. 





+*American Home Products 5.00 


60 


41%, 58 B-2 


20 cents a month likely to be augmented with further 
extras. 








*American Safety Razor 1.50 


15% 


10%, 12 B-3 


Some improvement recently. Competition keen. 





*Archer-Daniels-Midland 3.01a 


37 


21 32 B-2 


Earnings jump. 35 cents payable March 1. 





‘Brown Shoe 3.13b 


41 


31% 35 B-3 


50 cents payatle Mar. 1. 





Canier Corp NF 


21% 


8% 13 AB A-2 


Frotably will report a profit for last year. 





{Celanese Corp NF 


301%, 


13% 30 A-2 


Last year’s cash payment was small in relation to 
probable earning power. 





*Champion Paper & Fiber 


30 


17 22 * 2 


Dividend small compared with current earning power. 





*Cluett Peabody 


41 . B-2 


Outlook good. May pay even more this year. 





Commercial Credit 


47 


Margin of earnings small for the payment of $1 
quarterly. 





‘Commercial Investment Trust 


60 


42 


Earnings dip despite larger business volume. 





Container Corp 


17% 


9% 


25 cents paid Feb. 20. 





**Continental Can 


51%, 





32% 


Margin for 50 cents quarterly widening. 








10% 





41% 


5 


20% 





“Doing better, but still digesti pansi 


May make some small distribution with further im- 
provement. 








pros 





1714 


6 


Jump in earnings warrants resumption of dividends. 





32% 


No change in 75 cents quarterly anticipated. 





181% 


814 


Orders on hand assure activity this year. 





24% 


14 





101 


4h 


Doing better. Further payments likely. 
Pays dividends right up to earning power. 








112% 


93 


$1.25 quarterly is well assured. 





29% 


16% 


Likely to pay more this year than last. 





461%, 





17% 


Jump in earnings indicates further, and larger, pey- 
ments. 








14%, 


6% 


tg to resume dividends on the preferred before 
ong. 





38 





18% 


__20 1.75 B-2 


Further extras in addition to 25 cents quarterly likely. 





14 1.50 B-3 


Earnings and dividends relatively stable. 





13% 


9% 1.3712 B-3 


Pays dividends right up to estimated earnings. 





43% 


| a ae 2.60 B-2 


4O cents quarterly plus further extras likely. 











ee... 





Mohawk Carpet 





‘Novadel-Agene 





Omnibus Corp 





tOwens- [Hlinois Glass. 





Patt A Lambert... vee 
*Procter & Senble oes 


6 ~ B-2 


_ Big beneficiary of Pepsi Cola dividend. 





a 2.00 B-3 


40 cents extra paid Jan. 15. 





10% 1 75 B-2 


Should pay more this year than last. 





re 3.00 B.3 | 


2131.80 Be 
50 63 2.00 A-2 
16% ___A-3_ 
5-2 


5044 > 





Simmons Cee 
Spalding (A. G. ) & Bros... 

_2.52A 
Tennessee Com... 


Texas Pe Pacific Coal , a ‘Oil... 
Trwax- -Traer Coal.. 
Tubize Chatillon. 


United Drug a, 


—_—— 


**United Fru uit. . ; 
U5. Hoffman Moechinery.. 
en, a se 
—Wisley AP eee 4.50 


ar Estimated. NF- No estimate aillliee. * 


—Year to Nov. 30. {—Plus payment in stock. 
fer cyclical appreciation. 


. ——— . 
= = 


4% 


30% _ 


9% 


11% 
1% 


_13% 


13% 
7% 


95 
1% 


7 
85% 


Actual careleen, 


ATA 
. B-4 
22% sas :30_ A-2 
4 Cc-3 


7 c-3 
“ae C-3 
1 A-3 
6 B-2 
4% B-3 


B-2 
B-3 


2 ’ 
4 5 


B-3 . 
Lic 2 


3% _5s -50 
75 87 4.25 


a aoe to » June 30. b—Year to > Oct. 31. 
Uninterrupted dividends over 10-year period. 


*—Recommended for income. ft 


_50 cents quarterly plus further extras likely. 

At least 30 cents quarterly anticipated. 
Continuance of 50 cents quarterly expected. 
Doing better. Dividends raised. 

_Record high eamings for the six months ended Dec. 
Dividend raised. 
Dividends appear far from imminent. 

30 cents quarterly plus further extras likely. 


May resume dividends with modest distribution be- be- 
fore long. 

















Doing better. 

















10 cents quarterly seems well assured. 


Earnings improved towards the close se of last year. 


Doing better, but dividends are not likely, 
d to have been sub- 


a 


Recent ings are 
stantial. 





With continued ‘improvement: dividends me may y be re re- 
sumed before long. 


$1 quarterly may well ber m. . -intained. i 
$1.83 earned on 51% preferred last year. 


Year-end divi idand was as right w up ate a calimated @ earnings. 


25 cents monthly plus further ‘extras likely. 
c—Year to “April 30. ¢€ Year | to Sent. 30. 
Recommended 
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As the Trader Sees Today’s Market 


Seven Groups in the Dividend Forecast 


Considered for Technical Action 


BY FREDERICK K. DODGE 


In the current issues of the Dividend Forecast, of which this 
is the third and last part, the Trader looks at the charts of 
group action shown opposite and indicates his opinion of the 
technical behavior of each. The facts and figures bearing on 
these industries will be found in the Dividend Forecast begin- 
ning on page 604.—Eprtor’s Note. 


aes broad market average and the individual groups 
charted on the opposite page are on a weekly basis, and 
for that reason miss some of the extreme points touched 
on certain days. This deficiency, if it is one, is balanced 
by the better perspective available on a weekly chart 
covering a longer period of time and omitting many of 
the meaningless short term swings. The broad average, 
for example, shows very clearly the trend of demand in 
this market working upwards since April of last year. 
Each spell of weakness has terminated at a higher point, 
as shown by the bottoms formed in April, July, August 
and in the first two months of 1940. 

Since the purpose of this discussion is in no sense to 
predict the action of the general market, it is of no con- 
sequence that the series of successively higher bottoms 
may be broken at any time or may continue while stock 
prices work far higher. The point to be determined is 
relative action of each of the groups analyzed in this 
section of the Dividend Forecast. Assuming what may 
not be entirely true, that all the groups would normally 
move in the same general direction as the broad average, 
the question is—which are likely to prove exceptions to 
this assumption and which are likely 


erage, they were also similar in the trend established, 
although almost any single group is naturally more vola- 
tile than a composite of all of them. Progress, or rather 
lack of it, since January a year ago has been roughly 
the same as that in the market as a whole, and the main 
difference to show up in recent months has been the 
somewhat greater willingness of the Coppers to give up 
the ground gained during the September rally. 

It will be noted, on the other hand, that the Coppers 
set a faster pace than the rest of the market immediately 
after the outbreak of war and pushed well through their 
January levels at that time. If this can now be looked 
back upon as overenthusiasm, its correction has obvi- 
ously proceeded along normal lines in the five months 
since then. Despite the recent unfavorable news coming 
from the industry, it seems probable that action from 
this point on will correspond fairly closely with that of 
the entire market. Prospects for individual issues in the 
group are not at all identical, but over-all action should 
return to a probably magnified mirroring of the market 
average. 

Non-Ferrous Metals include producers of lead, zine, 
silver, nickel, alloys and other metals, most of which 
can be called industrial metals in the sense that their 
use and price depend upon the operations of industry. 
(Silver is the principal exception, but this metal is 
usually a by-product.) Here also will be seen action 
duplicating in somewhat exaggerted scope the general 
behavior of the market over the past year. The Metals 
have to their credit a refusal so far to break the trend 





to outperform the market though 
moving in a like trend? The answer 
has a bearing not only on the at- 
tractiveness of these industries as in- 
vestments for capital appreciation, 
but also on the outlook for earnings 
and dividends in the future. 

As an example of behavior which 
conforms very closely to that of the 
whole market, the Copper & Brass 
group charted herewith might be ex- 
amined. Not only were the succes- 
sively lower bottoms set at about the 
same times as those in the broad av- 


Market average 
Construction 
Copper... 
Dep't Stores 
Mail Order 
Metals. . 
Petroleum 
Variety Stores 


Group Volatility in Relation to the Market 


Decline Gain Gain 


‘37 High to ‘38 Low to ‘38 High to *39 Low to 
38 Low 38 High 39 Low °39 High 
64% 16% 34% 44% 
71 94 45 35 
72 116 45 75 
71 125 40 44 
53 75 25 30 
64 69 38 58 
52 48 32 32 
58 66 22 35 


Decline 
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me formed by the rising bottoms shown in the spring 
and summer of 1939. The broad average has shown this 

sign of resistance, too, while the Coppers have recently 
proken through. Not too much significance is to be at- 
tached to this action, however. The Metals will very 
probably continue to move with the market unless or 
yntil some special developments affect them. Nothing 
of the sort is visible in action of this group to date. 

The Construction group is an entirely different prop- 
gsition. The low point for these issues in 1937 was 32.9, 
so that early 1940 levels have been below those of the 
frst few months of the bear market. During the spring 
of 19388 the Constructions got down to 25.6, and none 
of the weak spells of the last year have reached that 
pint, but they have not left any very comfortable lee- 
vay. In relation to the general trend, the Construction 
stocks have been in a bear market for over two years. 
It is ordinarily a good bet that any attempt to pick a 
definite point which marks the end of a trend of this 
grt will be premature. The chances must always be 
conceded to favor the trend underway at the time. But 
in this case there are certain signs pointing to a change, 
sill negative signs, but nevertheless reassuring. Re- 
sistance just below 30 has been strong in the past, and 
the latest spell of weakness held well above there. As 
amatter of fact, the better part of a year has been spent 
in efforts to move away from this support level and up 
until November the efforts were increasingly successful. 
Another thrust into still higher ground would strengthen 
the impression that the long relative bear market in the 
Constructions may have ended and that action from this 
point may be more nearly in line with that of the market 
average. 

Department Stores were not particularly helped by 
news of the war last fall, and their rally stopped at about 
the same point as the high set earlier in the year. On 
a percentage basis, however, this was equal to the gain 
in the broad market average, which might under the 
circumstances be considered sufficiently promising action. 
The markdown since then has been no greater than would 
be indicated by market trends, while the line formed by 
the lows of last April and August has remained as yet 
unbroken. With any chance at all, the Department Store 
group would evidently tackle the upper limits which 
stopped it twice before. The result of such an effort, if 
made, would be of considerable significance. 

Mail Orders, with only the two leaders, Montgomery 
Ward and Sears Roebuck included, have been showing 
the consistent strength that would be expected of an 
industry breaking all sales records. Although the first 
effect of the war was a setback for these issues, they soon 
recovered and went on into new high ground since 1937. 
Even in the recent sagging market they have held up 
well, forcing upon us the conclusion that the demand 
which has persisted for so many months has not yet been 
fully satisfied. There is thus nothing to indicate that 
the bull market in Mail Orders is near an end, although 
it is obvious that the opportunities to pick up bargains 
in this group are rare. 

Variety Stores have also demonstrated considerable 
strength over the past year. The peak set in November 
was above any levels seen since 1937 and the reaction 
since then has been so small on a percentage basis as to 
suggest that another forward (Please turn to page 646) 
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Dow Chemieal Follows Its Own Cyele 


Growth in Volume, Diversification of Customers, 
Development of Additional Products—Result: 
New Records Now Being Made 


BY H. F. TRAVIS 


companies are the wizards of modern indus- 
try. From materials that man has regarded as common- 
place for centuries they have brought forth an amazing 
array of products that find ready application in prac- 
tically every phase of manufacturing, commerce, and 
home life. And one concern, Dow Chemical, has reached 
the heights of this art by taking the major part of its 
earnings from salt brine and sea water. 

Back in 1897 Dr. Herbert H. Dow formed the prede- 
cessor of the present company to engage in the inexpen- 
sive recovery of bromine from unheated brine by a 
process that he had invented. It located at Midland, 
Michigan, where the principal plants and executive 
offices still are today, and drew its brine from the virtually 
inexhaustible wells of the district. In time production 
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was expanded to include chlorine and caustic soda from 
the sodium chloride in the brine, and business prospered. 
Then as its technicians continued to work on the analysis 
of salt brine, the list of the company’s products began 
to grow. By the distillation and combination and re- 
combination of the elements found in the humble brine 
and by the development of coal tar derivatives, Dow is 
able to list literally hundreds of products. Many of 
them have imposing names such as paraphenylphenol 
(used in plastics) or perchlorethylene (used in textiles), 
but the main factor to the layman, whose knowledge of 
chemistry is usually vague, is that these products are 
used by almost every industry, and Dow is able to supply 
the demand at a handsome profit. 

The development of ethyl fluid to. reduce the knocking 
of gasoline in the high compression modern cars created 
an enormous demand for bromine. This comes under the 
heading of scarce materials and practically the only source 
of supply in the United States was at that time the Dow 
Chemical property in Midland. But the company foresaw 
that intensive production simply for the recovery of 
bromine from the wells would soon reach an economic 
limit. And accordingly plans were made to utilize the 
ocean instead. 

Bromine is found in sea water in the ratio of about 
one part to 15,000 by weight and forms 85 per cent of 
the ethylene dibromide used in producing ethy! fluid. 
This fact is easily ascertained. The real problem, how- 
ever, is to obtain the chemical efficiently, that is cheaply 
and in sufficient quantity to make operations worth 
while. And this Dow has been eminently successful in 
doing. A plant was put into production at Kure Beach 
near Wilmington, North Carolina, as a joint venture of 
Dow Chemical and Ethyl Gasoline Corp. 

Formed in 1932, the company known as the Ethy!-Dow 
Co. was already a success in 1933 and growing demand 
resulted in capacity being increased several times over. 
In 1938 shipments of dibromide were approximately 
25,000,000 pounds and had a value of $15,000,000. The 
$1,000,000 that represented Dow’s half interest in the 
profits was slightly over 20 per cent of its entire net 
income for that year, which illustrates how important 
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this division has become. Ethyl-Dow is currently pro- 
ducing at the rate of 60,000 pounds of bromine per day 
and it is estimated that 70 per cent of the gasoline now 
ysed for automobiles is treated with lead. And since 
Ethyl has a firm grip on this market Dow’s position 
seems secure. 

The only obstacle that can be seen at the present time 
is the recent development of the Houdry process by Sun 
(il and Socony Vacuum to the point where it enables 
eficient production of high octane gas. The new process 
is important as a conservation measure for it makes 
possible the recovery of gas from crude bottom oils that 
cannot ordinarily be used, but it is not a serious threat 
to the position of Ethyl in its present form. Experts 
have pointed out that the addition of lead to any gas 
will further raise the octane rating, and therefore, the 
amount of the market for Ethyl that might be lost 
eventually through the growth of the Heudry process is 
the difference between the octane rating of ordinary gas 
before the addition of lead and the octane rating of the 
new gas. And this is providing of course that the oil 
industry is willing to make the huge capital outlay neces- 
sary to revamp its entire refinery system. At present, 
however, Ethyl sales are climbing in response to the 
demand for the high octane gasoline needed in planes. 


Lightest Metal in the World 


Another important product of Dow’s brine wells in 
Midland is magnesium which it turns into magnesium 
metal and sells under the trade name of Dowmetal. 
Completely controlled by the company, it is the lightest 
metal alloy in the world and is both strong and easily 
machined, Added to all these virtues is the paramount 
fact that it is cheap. The result is that this silvery metal 
is being rapidly introduced into : 
industries everywhere. In air- 
waft construction it meets the 
need for light strong metal and 
saves pounds in parts and en- 
gines of Douglas Aircraft and 
Aviation Corp. Used in a Foster 
Wheeler axial fan it reduced 
weight from 1,100 pounds to 165 
pounds and resulted in a power 
saving of about 50 per cent. The 
industrial production of Dow- 
metal is still in its infancy, but 
output is now nearly 6,000,000 
pounds per year, and the ever 
increasing demand points  to- 
wards a need for far greater 
capacity. 

After several years of experi- 
mental work the company is now 
preparing to put a new composi- 
tion on the market commercially. 
Called vinylidene chloride it is 
chemically allied to the vinyl 
chlorides already in use as resins 
and insulating materials and to 
Vinyl acetal, the revolutionary 
new binder for safety glass. The 
potentially low cost of manufac- 
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turing this plastic is expected to make it a valuable 
addition to the rapidly growing family of Dow materials. 
It has a tensile strength of around 40,000 pounds to the 
square inch and still remains flexible, withstands all or- 
dinary solvents, and flows cold under pressure like a 
metal forging. When production has been refined it is 
expected to show excellent possibilities for automobile 
body moldings and similar purposes. 

Two other plastics that the company has recently 
developed are Styron and Ethocel. The former, a vinyl 
benzene has crystal clarity and the insullation qualities 
of fused quartz, while the latter is ethyl cellulose and is 
used as a wrapping film and molding. The possibilities 
of the two products may be judged from their application 
in the company’s exposition buildings on Treasure Island 
in the Golden Gate of San Francisco. Side walls were 
made of Ethocel blocks while overhead opaque Styron 
blocks were used. 

In 1932 the Dowell Corp., an offshoot of the parent 
company, was formed to engage actively in increasing 
the flow of oil wells through the introduction of acid 
that opens up the oil bearing strata without attacking the 
steel tubing used in the shafts. The results of this treat- 
ment are amazing. In approximately 20,000 applications, 
well production was increased an average of 400 per 
cent and the net saving to the producers has been esti- 
mated at over $100,000,000. This division also offers 
a new method of reducing permeability chemically by 
stopping the flow of unwanted water or gas in the wells. 

In late 1938 the company took an opportunity to ex- 
pand externally by merging with the Great Western 
Electro-Chemical Co. of San Francisco. Under the terms 
of the merger, Dow assimilated Great Western through 
an exchange of stock that was approved by the stock- 
holders of both companies. (Please turn to page 646) 


Equipment for the manufacture of Dow Para Tertiary Buty! Phenol, which is used in 
making synthetic resins for paints and varnishes. 
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The Investment Clinie 


Speculating in Dividends 


Conducted by J. 


on the New York Stock Exchange are more 
than two score issues of preferred stocks on which there 
have accumulated back dividends — dividends which 
must be paid or otherwise discharged before common 
stockholders can receive any share of the company’s 
earnings. 

Last year with the benefit of a general improvement 
in business many of these companies with dividend 
accumulations on their preferred stock capitalization 
were able to show earnings which would appear to lend 
considerable support to the possibility that some action 
may soon be taken toward the elimination of accumu- 
lated dividends. At least such a possibility appears 
sufficiently assured to imply the existence of promising 
speculative opportunities among this group of issues. 

The majority of preferred issues on which dividends, 
of necessity, were passed during the past eight or ten 
years have as a result lost much of the relative invest- 
ment background with which preferred stocks are ordi- 
narily associated. In fact most of the preferred stocks 
comprising the accompanying tabulation admittedly 
have a very definite speculative flavor. The dividend 
arrearage itself is a measure of the speculative risk 
involved in this type of preferred issue. In short, the 
“preferred” appellation is more apparent than actual. 

For this reason it is necessary to judge the relative 
merits of these preferred stocks in much the same manner 
as would be done in the case of a common stock. It can- 
not be safely assumed that simply because a company 
has contracted to pay a certain dividend on its preferred 
stock all accumulated dividends must sooner or later be 
paid in full, and holders of such issues merely by exercis- 
ing the necessary patience will receive a handsome return 
on the investment. Such rosy expectations must be 
tempered by the realization that the inability of a com- 
pany to maintain preferred dividends is not necessarily 
the result of a temporary set-back in earnings. Take 
for instance American Woolen 7 per cent preferred shares. 
Unpaid dividends as of the beginning of this year totaled 
$79.75, representing more than eleven years’ accumula- 
tions. In 1936, a total of $4 was paid on this issue; 
a payment of $3 was made in 1937; and recently another 
payment of $3 was declared. 

An accumulation of preferred dividends may be tangi- 
ble evidence that a problem of some seriousness con- 
fronts the issuing company. It may be a case of top- 
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heavy capitalization; the company may be lacking in 
competitive vitality; or the industry may be a backwand 
one. Financial position and working capital may be in 
dire need of bolstering. If such is the case, the chances 
are that it will be done at the expense of withholding 
further any dividends to preferred stockholders. It does 
not follow therefore that good earnings last year ona 
preferred stock having dividends in arrears is bona fide 
evidence that the discharge of such accumulations is 
imminent. 

In 1936 and 1937, however, a number of companies 
with the benefit of the generally good earnings reported 
in those years were able to liquidate back preferred divi- 
dends. Thus the speculative possibilities in such issues 
are not without a nearby precedent. 


Recapitalization—A Possible Solution 


Also in 1936 and 1937 other companies solved the 
problem of accumulated preferred dividends through the 
expedient of a recapitalization. Bethlehem Steel Corp. 
in 1936, used this method when accumulated dividends 
of $21 a share on the company’s 7 per cent preferred stock 
were liquidated by the issuance of one share of new 5 per 
cent preferred stock, $20 par, and $1 cash for each share 
of 7 per cent preferred stock outstanding. Recently the 
company announced the retirement of all the 5 per cent 
preferred stock at par. 

Naturally the success of a plan of recapitalization for 
the purpose of liquidating back dividends is more as- 
sured at a time when earnings are up and the company’s 
securities are being appraised in the market at compara- 
tively substantial prices. The marked gains shown in 
the earnings of many companies faced with the problem 
of back dividends, coupled with the current prospect 
that earnings will be well sustained on a comparable 
basis, if not actually improving on last year’s results, 
suggests that the number of such companies may be "~ 
duced considerably—as was the case in 1936 and 1937. 
On the strength of this reasoning, a considered choice of 
preferred stocks having accumulated dividends might 
well yield worthwhile speculative profits. 

From the accompanying list of such preferred stocks, 
several have been selected for more detailed discussion 
here, without prejudice, however, for the other issues not 
so singled out. 
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At the beginning of the current year 
Republic Steel $6 convertible preferred 
dares had dividend arrears amounting 
0 $18 a share. Last December a pay- 
nent of $7.50 a share was made on this 
jsue and during 1939 all arrears on the 
3g prior preference issue were liquidated 
and regular quarterly payments on the 
latter issue have since been continued. 
The preliminary report of Republic Steel 
for 1939 placed net income at $10,671,- 
343, the best showing ever made by the 
present company. ‘Total annual divi- 
dends on the combined prior preference 
ad convertible preferred issues amount 
to some $2,400,000, for which last year’s 
net afforded a coverage of better than 
fur times. Although the company’s 
balance sheet for 1939 is not available 
at this writing, it is a safe assumption 
that the cash position will show con- 
siderable improvement over a year ago. 


Issue 
Amer. Power & Light $6 
Amer. Power & Light $5 


th 


Cc wealth S: 
Crucible Steel $7 
Curtis Publishing $7.«. « ux. 
Foster Wheeler $7... a» «. 








Jones & Laughlin $7. 
Republic Steel $6 Conv, 


Amer. Rolling Mill $4.50. 
Armour & Co. of Ill. $6 Prior 
Associated Dry Goods $7, 2nd... 
Certain-teed Products $6..« 


International Paper & Power $5.... 


Revere Copper & Brass $514. 
Wilson & Co. $6......00 


(a) Combined preferreds. 
Estimated. (f) Paid $1 in 1940. (g) Paid $1.25 in 1940. NF Not Available. 


Preferred Stocks With Accumulated Dividends 


Price Range 
Earned Per Share 
1938 1939 High 


4.80 5.51(a)  5.77(ab) 58% 
4.00 5.51(a) 5.77(ab) 49 
2.75(y) d2.91 8.CO(e) 8014 
d9.85 6.13 60 
d0.32 NF 81 
2.34 7.00(e) 47% 
7.91 8.82(b) 7214 
d9.37 15.00(e) 96 
1.62 3.50(e) 63% 
9.71 NF 90%, 
0.13 4.50(e) 57% 
d10.01 6.00(e) 83 
7.50 d81.04 75.00(e) 953% 
None 4d17.90 7.00(e) 56 
2.25(H) 0.06 9.90 60% 32 


((b) 12 mos. to Nov. 30. (c) Paid $9.75 in 1940. (d) Deficit. (e) 
i (H) Paid $1.50 in 1940. 


Divd. 
Arrears 


19.5714 
16.3114 


Paid 


Recent 
1939 i 


rice 
56 
47 
65 
50 
71 
33 
65 
38 
aa 
71 
58 


Low 
32 
28 
50 
None 
(c) 
None 
3.00 
None 
2.37%f 
None 


at 
22 


32.25 


62 
19.3714 38 
49.00 


12.50 


None 
35 
43 
37% 


None 


é1 
88 
77 
37 





While the company’s operations at 

the present time are undoubtedly reflecting the slump in 
sew orders throughout the steel industry, there is a strong 
likelihood that this slump will prove to be more or less 
temporary. If such proves to be the case, and current 
operations yield a profit comparable to last year, there 
isan excellent chance that steps may be taken to elim- 
inate the arrears on the $6 convertible preferred. 


Two Packing Company Preferreds 


Two of the leading meat packing companies have 
preferred stocks with accumulated dividends—Armour & 
Co. (Ill.), $6 prior preferred, and Wilson & Co., $6 pre- 
ferred stock. Both of these issues offer speculative 
inducements. Accumulated dividends on the Armour 
issue totaled $12 at the beginning of the current year, 
while accumulations on Wilson amounted to $7.50. 
Reflecting rising purchasing power and improved profit 
margins both companies last year were successful in 
improving considerably upon their 1938 showing. Present 
prospects for the meat packing industry presage further 
important gains this year for both companies. Wilson 
&Co. recently declared a dividend of $1.50 against accu- 
ulations on the $6 preferred issue, while on the Armour 
sue there is an excellent chance similar action will be 
indertaken in the near future. 

So substantial were the gains in the business of Inter- 
tational Paper & Power in the final quarter last year 
that it is expected that net was in the neighborhood of 
$4,000,000, which would compare with the total annual 
lividend requirements on the company’s $5 preferred 
stock of $4,649,675. Dividends on the latter issue were 
in arrears to the extent of $12.50 a share at the start of 
140. Current outlook at the present time favors sus- 
lined good earnings, giving considerable weight to the 
possibility that the company will elect to resume pre- 
lered dividends within the next 30 to 60 days. Further 
‘nhancing the speculative prospects for this issue is the 
possibility that later this year the company will under- 
lake an important refunding operation with a view to 
reducing fixed charges on its funded debt. 
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It is expected that the report of Associated Dry 
Goods for the fiscal year ended January 31 will show net 
of better than $2,000,000, equal, after regular dividends 
on both the first and second preferred issues, to about 
$1.50 a share for the common stock. This will be the 
best showing for the company since 1930. Tangible evi- 
dence of the extent of the improvement in the company’s 
earnings last year is afforded by the recent action of 
directors in declaring two payments of $8 and $1.75 a 
shares. 

Giving effect to these payments accumulations on As- 
sociated Dry Goods second preferred shares now total 
$32.25 a share. There are less than 57,000 shares of the 
$7 second preferred outstanding and with the promise 
that increasing public purchasing power will make fur- 
ther contributions to the sales and earnings of Associated 
Dry Goods in the current fiscal year, the chances appear 
excellent that additional payments against arrears will 
be made. 


Jones & Laughlin—Possible Recapitalization 


As of January 1, last, accumulated dividends on Jones 
& Laughlin Steel 7 per cent preferred stock totaled $42 
a share. The issue is a large one, with 587,139 shares 
outstanding. To discharge accumulated dividends in full 
would require almost $25,000,000 and in view of the size 
of this obligation it hardly seems likely that the com- 
pany has any intention of pouring out this large amount 
of cash to preferred stockholders. It would be more 
logical for the company to formulate a plan of recapitali- 
zation, involving perhaps a partial distribution in cash. 
Reflecting principally the fourth quarter spurt in opera- 
tions, earnings of the company last year totaled $3,188,- 
944 or the equivalent of $5.43 a share for the preferred 
stock. In 1938 a deficit of nearly $6,000,000 was shown. 
The latter, however, was not an out-of-pocket loss, hav- 
ing been exceeded by the charge-off for depreciation and 
depletion. The preferred shares, although an extremely 
volatile issue, are not without speculative promise over 
the months ahead. 
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Basic Turn in Oils Near? 


Sharp Distinction Necessary Between 


Divisions of a Changing Industry 


BY JESSE J. HIPPLE 


A.» abundant supply of reasonably priced raw mate- 
rials, a technology which is constantly increasing the 
proportion of “money products” being recovered from 
those raw materials and a consistent increase in con- 
sumer demand for finished products would seem to con- 
stitute a success formula for any business. But this is 
apparently not so with the petroleum industry. 

Last year witnessed new high records for both pro- 
duction and consumption of crude oil and the products 
refined from it. Despite these new high records, the 
industry’s net earnings probably failed to do more than 
equal the mediocre results of 1938. Maladjustments in 
the time element of production and unseasonally high 
consumption of “winter” products during the period 
when such materials should have been going into storage, 
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all combined to hold prices in check and to prevent any 
better than fairly profitable operations during the year. 

During 1939, the United States petroleum industry 
produced the astonishing total of 1,248,544,000 barrels of 
crude oil or about 34 per cent of the world’s total output. 
In addition, the United States imported about 35,000,000 
barrels of petroleum as well. Despite the fact that all 
of this huge store of oil was consumed and additional 
supplies had to be withdrawn from storage, the most 
prolific oil production areas of this country had to be 
shut down tightly for two whole weeks to keep one of 
the smaller oil producing states in the midwest from 
flooding the market with its suddenly acquired, unre- 
stricted, flush production of crude oil. 

The small oil producing state was IIlinois. While now 
producing less than 1 per cent of the crude oil being 
recovered in the United States, Illinois—close to the 
country’s large refining areas centering around Chicago— 
threatened to disrupt the crude oil price structure of the 
entire industry by its uncontrolled crude oil output. If 
all sections of the country had continued to produce 
their full allowable allotment of crude oil, stocks at more 
remote points would have accumulated to such an extent 
that a sharp downward revision of crude oil prices would 
have been inevitable. Indeed, one of the largest buyers 
of crude oil did lower the bid price for oil but was met 
with a complete stoppage of crude oil production in 
Texas and the Southwest which continued for a fortnight. 

This drastic action had the effect of reducing the vol- 
ume of crude oil above ground to such an extent that 
at the end of the year crude oil stocks were approxi 
mately 237,742,000 barrels, 14.7 per cent below those of 
the previous year’s comparable period and about 9 per 
cent below the industry’s estimated lowest economic 
level. It was likewise the lowest level of crude oil above 
ground at any time in the past ten years or more. 

Illinois continues to produce “wide open” but what 
the State is apparently unwilling to do, nature is doing 
for her. Unconfined production has resulted in a notice: 
able decrease in flush production, gas pressure is dimin- 
ishing, water is beginning to intrude and recent wells 
brought in are either relatively small flush producers o 
are “pumpers” from the start. While it is not meant to 
be inferred that Illinois will soon be removed from the 
roster of oil producing states, the State’s output has 
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The discovery well, Bunyan Travis No. 1, in the 


become relatively unimportant in view of the low point 
of the industry’s crude oil stocks and the expectation 
of somewhat improved demand for the oil this year. 
However, the possibility that a new rampantly produc- 
ing field may be discovered at any time is one of the 
predictable hazards of the industry. 

Gasoline, the largest revenue producing product of the 
refining branch of the industry, continues its upward 
trend of consumption and production. In 1939 the indus- 
try produced about 620,000,000 barrels of finished gaso- 
line of all grades, about 8 per cent above the amount 
produced in 1938 and a new high record for output. 
Consumption, however, despite an increase of about 
jper cent above that of a year ago and also a new high 
record volume, was inadequate to assimilate all of the 
wsoline produced, with the result that the already dan- 
gerously high stocks of finished and unfinished gasoline 
on hand at the close of 1938 was further expanded to 
80,985,000 barrels or about 10 per cent above a year ago. 
At the rate which the industry continues to produce 
gasoline, it is likely that stocks on hand will exceed 
100.000.000 barrels by the time the heavy summer con- 
sumption season gets under way. 


Why Gasoline Stocks Are High 


The primary reason for the heavy expansion in gaso- 
line production and the inability of the refiners to reduce 
their output of motor fuel in the face of mounting gaso- 
line stocks was the heavy demand for fuel oil which 
accompanied the burst of industrial activity that began 
last September. 

Despite the lag in industrial activities from late 1937 
until about the middle of 1938 and the slow pace of 
recovery from that time until September of last year, 
stocks of fuel oil did not become burdensome. Consump- 
tion, due to the increasing use of fuel oil for domestic 
heating, moved up slowly but surely. The demand, how- 
‘ver, was not sufficiently strong to exert any great pres- 
wire upon the refiners to maintain adequate stocks on 
hand. With the sharp revival of the pace of industrial 
activity in September of last vear, power plants sud- 
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new southern Illinois field, pioneered by Pure Oil. 


denly increased their requirements to a point where it 
was no longer feasible for the refiners to add to the stocks 
in storage. This unseasonal demand occurred just at the 
time when stocks should have been mounting sharply 
in preparation to meet the normal winter demand. 
Added to the difficulty of unforeseen contra-seasonal 
demand, winter demand has turned out to be abnor- 
mally high and promises to continue so. Industry has 
slackened its high pace but slightly while winter tem- 
peratures have dropped sharply below seasonal average 
levels. Both of these factors have combined to increase 
the demand for fuel oil to new high levels about 20 per 
cent above those of last winter. 

In order to make fuel oil it is also necessary to make 
gasoline and all of the other refined products usually 
recovered in a run. Every hundred barrels of average 
quality crude oil that is refined, vields about 48.7 barrels 
of gasoline, 5.5 barrels of kerosene, 7.5 barrels of lubri- 
cating oil and other products as well as 38.3 barrels of 
gas and fuel oils. Since gasoline is in relatively poor 
demand at the time when fuel oil sells the best, it is 
therefore necessary to make and store the motor fuel in 
order to continue to serve what is now the second largest 
consuming division of the industry. Indeed, it is just as 
necessary to retain the good will of fuel oil consumers 
as it is to favor the automobile demand since the oil 
industry spent many millions of dollars in order to open 
up the market for fuel oils which—as was the former 
case of gasoline—at one time was almost a waste product. 

The markets for other products such as lubricants, 
waxes, greases, road oils and the many smaller refinery 
products are well maintained at prices which seldom 
vary. Demand continues at good levels and profits are 
fair but because their volume is relatively insignificant, 
these products play but a minor part in the outlook for 
the petroleum industry. 

The outlook for the current year for the industry is 
one of still rising consumption and production but. for 
the early part of the year at least, perhaps even narrower 
profit margins than a year ago. 

It is probable that daily crude oil production sched- 
ules will be stepped up about 6 per cent above last year’s 
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Nesmith 


A typical gang pump, one of a series in the oil field near Davenport, Okla. 


In the background is a spheroid storage tank. 


average levels to meet an estimated daily crude run to 
stills by refiners of about 3,644,000 barrels. Such an esti- 
mate is based upon the expectation of about a 5 per cent 
increase in motor fuel consumption, a further increase 
in fuel oil demand of at least 10 per cent and higher 
demand for other products amounting to as much as 
15 per cent above a year ago. No particular increases in 
exports can be counted upon. 

The expectation of an increase in gasoline demand 
during 1940 is based upon rising automobile registrations 
as well as the continued growth in the annual per car 
consumption of motor fuel. About 3,250,000 new auto- 
mobiles were sold to the American public last year: 
40 per cent above the number sold in 1938. The number 
of new cars sold exceeded the number of old cars junked 
by a substantial margin and as a result, it is likely that 
there were more than 30,500,000 cars on the road at the 
beginning of this year; more than in any previous year 
of the automobile industry’s history. The automobile 
industry predicts that it will sell about 10 per cent more 
cars this year than it did in 1939, which, if accomplished. 
would mean that during 1940, another 3,600,000 cars 
(domestic) will be on the road. With the average gaso- 
line consumption per car now about 760 gallons yearly 
or about 50 per cent higher than ten years ago, an in- 
crease in consumption to about 810 gallons per car per 
year is possible and would mean that sales of about 
635.000.000 barrels of gasoline both for domestic con- 
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sumption and for export are within th 
bounds of reasonable expectancy. 

Contrary to general expectations, hoy. 
ever, gasoline exports dropped off rathe 
sharply after the declaration of war last Sep. 
tember. As a result, last year’s total gaso. 
line exports fell somewhat short of the 
50,198,000 barrels of motor fuel shipped 
abroad in 1938 and it is not likely that this 
year’s foreign shipments will be materially 
higher. It is true that mechanized military 
operations call for heavily increased cop. 
sumption of motor fuel but foreign gover. 
ments, in an effort to conserve their foreign 
exchange and at the same time to assur 
their military forces an adequate supply of 
fuel, have so severely rationed motor fuel to 
the civilian population that the use of pri- 
vate motor vehicles in many countries has 
almost ceased. The restrictions of the Em. 
bargo Act will also hinder bulk shipments 
of gasoline due to the relative scarcity of 
foreign tankships and the prohibition against 
American tankers calling at belligerent na- 
tions’ ports. The invocation by the United 
States Government of a “moral embargo” 
on shipments of aviation gasoline to those 
nations whose military forces have bombed 
civilian populations from the air—Japan and 
Russia—has also tended toward reducing the 
volume of exports. 

Up to the close of 1939, the petroleum 
industry managed to keep prices for both 
crude oil and refined products fairly stable. 
While there were no sharp advances—except 
perhaps in the price of fuel oils later in the 
year—there were also no sharp breaks. This record was 
not achieved without heroic effort—as witness the two- 
week shut down of the entire Texas and Southwestem 
oil fields—but with sporadic outbreaks of lower gasoline 
prices in widely scattered centers and the rapid rise of 
gasoline stocks, some major drop in motor fuel prices is 
likely before the season of maximum consumption is 
reached. On the other hand, prices of heating oils, for 
new contracts or for quantities in excess of existing con- 
tracts, are likely to rise due to increasingly heavy de- 
mand—now estimated to be about 20 per cent in excess 
of that of a year ago—and the sharp decrease of the 
supplies now on hand. 

With gasoline prices lower, some further gains in gal- 
lonage are likely since there is now a definite tendency 
on the part of the consumer to adapt the amount of 
riding done to the quantity of fuel procurable for a def- 
nite sum of money. The almost universal installation 
of calculating pumps by retailers now permits the pur 
chaser to specify his requirements in dollar values rather 
than in gallons as has heretofore been the custom. 

The apparent inability of the refiners to adjust gaso- 
line prices upward in keeping with rising demand is occa- 
sioned not only by the above mentioned consumer char- 
acteristic but also by the continuously mounting tax 
imposts. Taxes on the sale of refined petroleum products 
—which in some cases amounts to nearly 6 cents a gallon 
as compared with an average (Please turn to page 644) 
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BUSINESS: Associated Dry Goods Corp. is the holding company for 
ubsidiaries which operate eight of the largest and longest established 
department stores in the East. Lord & Taylor and McCreery's of New 
York City, Hahne & Co. of Newark, N. J. and Montclair, N. J., Stewart 
4 Co. of Baltimore and similar high grade institutions specializing in 
high grade, style merchandise are included in the company's holdings. 


FINANCIAL POSITION: 


astrong financial position. 


Associated Dry Goods has long maintained 

Current assets ratios of about five to one 
ure characteristic of the company's financial position. Cash items 
tlone are usually in excess of total current liabilities. The capitalization 
senior to the common shares is relatively heavy, consisting as it does 
of about $3,580,000 of subsidiary mortgages, 134,364 shares of non- 
callable $6 dividend preferred stock and 56,901 shares of $7 dividend 
non-callable second preferred. There are, however, only 590,940 shares 
of common stock of $1 par value. 


OUTLOOK: Growing competition and increasing traffic difficulties 
have tended to limit the growth of sales of certain of the company's 
stores. However, the latter difficulty is being overcome to some extent 
through opening stores in suburban areas from where a large part of 
the stores’ clientele is drawn. In common with all such merchandising, 
the weather plays an important part in determining the volume of 
sales. To overcome this in part, all stores are now air-conditioned and 
completely renovated for customer comfort. With improved personnel 
eficiency and reviving industrial activity, sales should continue to 
improve and with less resistance to higher sales prices, profit margins 
vill probably gain. 


MARKET ACTION: Associated Market Associated’s 
Dry Goods Average moves in rel. to av. 

'37 high to '38 low 83% decline 64% decline 29% wider 

'38 low to '38 high 216% advance 716% advance 185% wider 

'98 high to '39 low 55% decline 34% decline 62% wider 

'39 low to '39 high 84% advance 44% advance 91% wider 


“oad volatility on four moves 92% greater than M. W. S. index of 309 common 
stocks, 


COMMENT: Recent price—8. The market price is about mid-way 
between the 1939 high and low. Common earnings have varied sharply 
despite only moderate changes in the volume of sales. 


Long-Term Record 


NetSales NetIncome Net Per Divi- Price 
Year* (millions) (millions) Share dends Range 
1930. NF $2.47 $2.02 $2.50 5014-19 
1931 NF 56 d1.22 2.13 2954- 5% 
1932 NF d1.94 d5.47 - 11-3 
1933 $43.4 -20 d1.71 20 - 3% 
1934 46.3 94 d .45 1814- 714 
1935 47.8 1.27 oat 1834- 71% 
1936 54.2 1.70 85 2774-12 
1937 57.0 1.22 .02 24%4- 6 
1938 54.8 .79 d .70 1254- 4 
1939... NF 2.15E 1.50E , 10%4- 55 
*—Fiseal year ends about Jan. 31 of the next year. NF—Not available. 
d—Deficit. E—Estimate. 
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BUSINESS: Crown Zellerbach Corp. is the most important paper pro- 
ducer on the West Coast. It possesses about 50 per cent of that 
territory's kraft production capacity, about the same proportion of the 
newsprint capacity and makes about 40 per cent of the kraft board 
produced on the "Coast." Half the company's tonnage is newsprint 
but it is the kraft paper and board that supply the largest part of the 
company's operating income. 


FINANCIAL POSITION: The Corporation has no funded debt. There 
are, however, about $16.5 million of bank loans. An issue of $5 cumu- 
lative dividend, convertible preferred stock is outstanding in the amount 
of 529,655 shares. The preferred stock is convertible into 3 shares of 
common for each preferred until March |, 1942. About 2,261,200 shares 
of $5 par value common stock follow the senior issues. Working capital 
is ample for the company's needs. Current asset ratios have been 
maintained constantly at close to 3 to |. Dividends have been main- 
tained on the preferred and common issues since 1937 when the com- 
pany merged with the Crown Williamette Co. and all accumulations 
on the old preferred stocks were eliminated. 


OUTLOOK: The demand for krafts and newsprint was well 
sustained during the last half of 1939 and the first part of this year. 
Prices for the various items are rising somewhat faster than those of 
the various raw materials with the result that profit margins should 
improve further. Pulp is the one item in which a major shortage might 
develop since much of the pulp used in this country is imported from 
Scandinavia. Crown Zellerbach owns its own pulp mills which gives 
it some advantage over its competitors who are not similarly equipped. 


MARKET ACTION: Crown Market Crown's moves in 
Zellerbach Average relation to average 

‘37 high to '38 low 10% decline 64% decline 9% wider 

*38 low to ‘38 high 102% advance 16% advance 33% wider 

‘38 high to '39 low 40% decline 34% decline 17% wider 

39 low to '39 high 96% advance 44% advance 118% wider 


”” Average volatility on declines 13% greater and on advances 75% greater then M.W.S 


index of 309 common stocks. 


COMMENT: Recent price—!7. The company earned about $1.03 a 
share of common in the first half of the current fiscal year and the 
stock is selling at close to the 1939 high. 


Long-Term Record 


NetSales NetIncome Earned Divi- Price 

Year* (millions) (millions) Per Share dends Range 
1930. NF $4.4 $1.44 $1.00 1814- 4% 

1931 NF 1.3 d .11 6%- 1 
1932. NF 1.0 d .29 3- & 

1933 NF d1.7 41.72 8-1 
1934 NF 1.1 d .24 6%2- 3% 
1935 NF 1.4 d .16 Wfe- 31% 
1936 NF 2.9 -76 1914- 7%4 
1937M $48.7 5.1 1.08 -25 254- 8% 
1938 49.9 6.2 1.58 -75 15144- 7% 

GOGe cede 48.3 5.0 1.05 .50 17}%4- 9 


NF—Not available. d—Deficit. M— 


*—Fiseal year ending April 30. 
Merger year. 
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BUSINESS: Electric Power & Light is a middle holding company of 
the Electric Bond & Share system. Electric Bond & Share owns about 
60 per cent of Electric Power & Light's common stock. Electric P. & L. 
derives about 47 per cent of its income from the sale of electric 
energy, about 39 per cent from the sale of natural gas and oil and 
the remainder from traction and miscellaneous activities. United Gas 
Corp. supplies the gas and oil. 


FINANCIAL POSITION: Considering that income derivable from 
subsidiaries is hampered by unpaid subsidiary preferred dividends, 
Electric Power & Light Corp. has succeeded in maintaining a fairly 
strong financial position. 
to service the funded debt with occasionally enough surplus to cover 
preferred dividend requirements. 


OUTLOOK: The parent company funded debt amounts to about $32 
million and the consolidated subsidiary debt amounts to approximately 
$275 million. Subsidiary preferred stocks have a par value of about 
$117 million. Parent company preferred stocks consists of 514,162 
shares of $7 dividend stock, 255,43! shares of $6 dividend first pre- 
ferred and 79,339 shares of $7 dividend second preferred stock. The 
preferred stocks are followed by 3,435,687 shares of common. All 
issues are of no stated par value. Preferred accumulations are heavy. 
Improved business in the areas served by the company's subsidiaries 
promises continued gains in gross revenues. Several subsidiaries are 
making progress in eliminating arrears which will eventually help the 
parent company's position. United Gas likewise has speculative possi- 
bilities through its holdings in the Rodessa oil field of Louisiana. 


MARKET ACTION: Market 


Average 
37 high to '38 low 64% decline 
‘38 low to '38 high 76% edvence 68% wider 
38 high to '39 low 55% decline 34% decline 62% wider 
39 low to '39 high 98% advence 44% advance 123% wider 
a aaa volatility on four moves 63% greater than M. W. S. index of 309 common 
$ 


Electric 
Power & Light 


77% decline 
128% advance 


Elec. Pwr. moves 


20% wider 


st 


COMMENT: Recent price—7. The heavy senior capital structure 
affords the common stock an excellent degree of leverage. The com- 
mon stock is selling currently at close to its 1939 low. 


Long-Term Record 
Gross Net 


Revenues Income 
(millions)* (millions)* Share 
1930 $75.0 $10.2 $2.86 
1931 80.0 p 1.21 
1932 73.3 
1933 67.5 


Net Per 


P rice 
Year Range 

60%,- 9 

d .33 o 16 - 2% 
42.32 4-1 

1934 74.5 41.63 Vfe- 2% 
1935 78.0 J 41.40 
1936 96.7 . 60 
1937 
1938 104.2 
1939x 105.9 


For the system. x 


d 46 6% 
12 months ended Oct. 31. d Deficit. 





Income received, however, has been sufficient | 
| assets. 


| stock. 





| *39 low to ‘39 high 


10319-3435 | 
| 1931 


Th- 1% | 
S 25%e- 6% | 
109.4 , 1.17 6% | 
d .30 6%, | 


GIMBEL BROTHERS, INC. 
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BUSINESS: Gimbel Brothers operates three department stores in New 
York City, one in Philadelphia and others in Chicago, Pittsburgh and 
Milwaukee. Saks-Fifth Avenue, one of the three New York stores, has 
eight branches in outlaying suburban communities. The New York 
stores, which include Gimbel Brothers and Sak's Thirty-Fourth Street 
as well as Sak's Fifth Avenue furnish approximately 50 per cent of gross 
income. The Fifth Avenue store caters to a high income group while 


| the other two stores compete largely upon a lower price basis. 
| FINANCIAL POSITION: The company maintains a high current asset 


Working capital is substantial but cash items are relatively 
Inventories and accounts receivable make up the bulk of current 
The funded debt consists of about $750,000 of serial notes, 
$26,000,000 of real estate mortgages and 196,986 shares of $6 dividend 
preferred stock followed by 977,300 shares of no par value common 
Although full preferred dividends have been paid ever since 
the shares were issued in 1936 no common dividends have ever been 
distributed 


OUTLOOK: The company entered the new year with somewhat lower 
inventories and since they were mostly acquired at lower prices there 
was no necessity of a drastic mark down. Indications are that the 
gradual up-trend in sales will be maintained. Increasing selling prices 
are likely as are somewhat better profit margins. However, since the 
last two months of the year are normally the largest as far as sales are 
concerned, 1940 results will depend strongly upon whether or not 
the current improvement in public buying power is to be maintained 


ratio. 
small. 


| or bettered throughout the year. 
| MARKET ACTION: 


in relation to avge. | 


| "3 7[high to '38 low 


Market 
verage 


Gimbel 
Brothers 


83% decline 
215% advance 


Girehel’s moves in 
relation to average 


%, decline 29% wider 
16% advance 183% wider 
60% decline 34% decline 16% wider 
124% advance 44%, advance 182%, wider 

Average volatility on four moves 50% greater on declines but 182°, greater on ad- 
vences than the M. W. S. index of 309 common stocks. 
COMMENT: The first 6 months of Gimbel's fiscal year resulted ina 
loss of $1.35 a share as compared with $1.72 in the same period of 
1938. The results of the second half operations are believed to have 


*38 low to '38%high 
*38 high to '39flow 


| been profitable and a profit for the year was probably earned. 


Long-Term Record 


Net Sales Net Per 
(millions) (millions) Share 


$124.6 $ .80 d$ .49 20%e- 4% 
113.2 15 1.11 Th- 1% 
1932 98.0 41.76 d2.96 3% Ns 
1933 72.2 d4.41 d5.76 Th- 
1934 72.9 d .85 d2.05 6%- Uh 
1935 77.2 d .25 d1.43 B5/4- 1h 
1936 82.1 1.34 22 27M"~y- 64 
1937 95.7 3.23 295/,- 6% 
1938 100.1 2.28 1554- 
1939 88.0 44 13%- 6% 
*-Fiscal year ends January 31. 


Price 
Range 


Net Income 
Year* 


1930 
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BUSINESS: This organization is a holding company for operating units 
in the telephone, cable, radio communications and manufacturing in- 
dustries. Telephone interest are confined principally to Europe, South 
America, the West Indies and Shanghai, China. Cable and radio com- 
| munication circuits are mostly in South America and the Central 
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in New BUSINESS: The Illinois Central provides a short-line from the Great | 
gh and lakes to the Gulf of Mexico over a system of about 6,500 miles of 
res, has road. It serves the fertile and increasingly industrially active Missis- 
w York sippi valley while a subsidiary connects with Birmingham and the East 


Stat coast of Georgia. Bituminous coal from the Illinois coal fields is the : 2 Ts s s 
of prod major commodity carried but lumber, automobiles, petroleum products — — The — neon ~~ oe ae = 
p while fm and agricultural products provide an important portion of gross reve- ee ee ee ee edie sm 

wes. While the road suffers considerably from water and motor com- of the United States and Canada. Through control of the Postal Tele- 
petition, it has been showing gains over its non-railroad competitors graph Co., the company has had some interest in domestic telegraph 
recent years | business but it is divesting itself of this interest. The company’s larg- 
pity : est interests lie in Argentina with the second largest in Spain. 


curet JB ANANCIAL POSITION: The road has been financially restricted | suyaneiaL POSITION: The company's current financial position is 


notes since the outset of the depression and has had to have recourse to cnieenaiiahoaaedanaak 

_ hotes, : ; ; y the fact that much of the large cash balances 
ividend > "ss ee OF en ten, basing — | of its subsidiaries are barred to it through the many restrictions placed 
ded ha ihe 31. 1944. Amerd from this debt, the casilest maturity | UPO" the transfer of such funds out of the countries in which they are 
d any but mimes obligations . 10). Checetheien ‘the company | "°¥ located. The $37 million bond issue which matured in January of 
Een uccnl in coving fed charges during the ps four yur | 37 wos Saeed path houoh the cls of aby scartin on 
but the current asset position is not over strong due in most part to 7 , 

t lower the necessity of maintaining the road and equipment out of cash. 10 years but the annual instalments are well below the fixed charges 

Y 

s there on the retired bonds. 


hat th OUTLOOK: The nearer term prospects of the territory served are a , ; : 
| oe moderately good and the road stands to benefit from a sustained war OUTLOOK: Since 1935 the company's earnings have been aided by 


ce the ebroad through the increase in exports from Gulf ports. The company 
leet is not in a position to pay dividends upon its 186,457 shares of non- 
or aa cumulative preferred stock or upon its 1,357,905 shares of common but 
ntained fm since last September the road has been able to carry increasingly 
lage proportion of gross income to net which should somewhat 
improve the longer term possibilities of the equities. 


nt asset 
slatively 


ommon 
ir since 
ar been 


the elimination of Postal Telegraph losses. Spanish operations were 
not included after 1935 because of the civil war. South American 
prospects are satisfactory and European operations profitable authough 
the inability of the company to obtain cash from them is a deterring 
factor. Lower foreign exchange rates will possibly cause a fairly large 
| decline in revenues as well. 





10 m . . 
pas MARKET ACTION: Minois Market Illinois Cent. moves MARKET ACTION: ~ ve Peet PSA ay hee oa 
ider Central Average in relation to avge. 37 high to '38 low 65% d ee ont aoe plies — 
ider ‘37 high to '38Hlow. 84% decline 64% decline 31% wider “as 7 oa a Posse o. ats et eet 1% wile 
‘dee ‘M8 low to ‘38Thigh 240% advance 76% advance 215% wider cameacian tetitee pak tren Se 
pe ‘BW high to '39flow....... 57% decline 34% decline 67% wider Reins ath oe ——— Se 
von ad. 29 10W to '39%high 131%fedvance 44% advance 184% wider ee: - ie a naam Th wile 
ones volatility on four moves 124% greater than the M. W. S. index of 309 com- Pr volatility 97% sreater then the M. W. S. inden of 309 commen stocks. 

: mon stocks, OMMENT: Recent price—4. The stock is currently selling at close 
ainda 
rt 4 COMMENT: Recent price—I2. The shares appear to possess better | to its 1939 low. Events abroad are unfavorable to the company for 
» lars ee everage ability to advance in favorable markets due to the rapid 7 near term _ the shares show unusual recuperative powers in an 

uild-up of common earnings after the “break even" point is passed. | @0vancing market. 
Long-Term Record Long-Term Record 
Gress Net Times Fixed Wet Per GrossIncome Netincome Net Per Divi- Price 

iis Revenues Income Charges Share Price } Year (millions) (millions) Share dends Range 
Range Year (millions) (millions) Earned Range | 1930 $102.8 $13.75 $2.07 $2.00 773%4-17e 
Yg~ 45h 1930 $148.5 $9.29 $1.51 $6.02 136%4-65%4 | 1931 87.8 7.65 1.20 1.40 38%4- Te 
Ya 1% 1934 116.8 d3.58 -80 d3.46 89 - 9% 1932 67.5 d 3.93 a 15%4- 2% 
Ye y fy 1932 89.3 d3.55 -80 43.41 24%- 4¥%4 | 1933 74.0 69 . 21%4- 5% 
Se 1933 88.0 -16 1.01 d .71 50%4- 81% | 1934 79.3 2.08 ‘ 17%4- 7% 
yn 9% fy 1934 91.1 42.97 -83 43.01 38%-13%% | 1935 48.8 2.55 ‘ 14 - 5% 
4 1% B35 97.5 d9.93 43 de.14 22%4- We | 1936 53.0 .401 : 19%4-11% 
h- 6% fy 16 115.0 a7 1.04 d .26 29%-18% | 1937 63.6 10.24 ! 1S%e- 4 
Yon 6 1937 114.0 1.96 1.12 62 38 -8 | 1938 67.5 7.04 ; 11%- 5% 
y= 5 1938 105.4 1.22 1.07 .08 20%- 6% | 1939(9 mos.) 41.2 3.97 : W%e- 3% 


1 90 
Ve 6 939E J 111.4 ee 2.34 1.14 ° 20%4- 9 Note: Postal Telegraph results included only to 1934. 
E—Estimated. d- Deficit. d— Deficit. 
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BUSINESS: The company manufactures and sells a broad line of auto- 
mobile parts and accessories which includes bumper guards, decora- 
tive interior trim, instrument panels, windshield frames, ventilating 
equipment and various metal parts. One of the more important 
activities is nickel and chrome plating as well as adding imitation wood 
finishes to metal. 


FINANCIAL POSITION: The company has maintained a satisfactory 
financial position over a number of years. Current asset ratio has been 
in excess of 4 to | for the past three years while the ratio of cash to 
current liabilities has consistently been better than 2 to | in the same 
period. There is no funded debt, the sole capital obligation being 
about 391,254 shares of $10 par value common stock. 


OUTLOOK: The company’s 1939 earnings were affected by the long 
Chrysler strike and by the fact that the 1939 automobile models 
carried less of the company's specialties than in the years before. As 
@ consequence, operations for the full year resulted in a deficit of 
about $1.50 per share. However, the new models call for considerably 
more decorative materials which, together with somewhat larger out- 
put of the company's principal customers should permit the company 
to make a more normal showing this year. Profit margins, however, 
due to increasing competition are not particularly satisfactory although 
with a normal volume of business they should be adequate to show 
reasonably good earnings per share. No dividends have been paid 
since 1937 but prior to that time they were liberal in good business 
years. 


MARKET ACTION: 


37 high to ‘38 low 

*38 low to '38 high. 

*38 high to '39 low 58% decline 34% decline 10% wider 

*39 low to '39 high 100% advance 44% advance 127% wider 
gamed volatility on four moves 66% greater than M. W. S. index of 309 common 

stocks. 

COMMENT: Recent price—I!. The shares respond readily to changes 

in earnings prospects. An element of speculative importance is con 

tained in the litigation with General Motors over door ventilators 

upon which the company has had a favorable ruling. 


Market 
Average 


64% decline 
16% advance 


Motor Prods. Moves 
in rel. to average 


14% wider 
52% wider 


Motor Products 
713% decline 
116% advance 


Long-Term Record 
Gross Net 


Profit Income 
Year (millions) (millions) 


1930. $1.15 $.49 
1931 45 d.18 
1932. d.48 d.52 
1933. ; .30 d.22 
1934. -66 14 
1935. 1.83 1.08 
1936... 2.49 1.37 
1937. 3.37 2.15 
aaa d.62 d1.58 2234-101 
1939 (9 mos.) -03 d.32 d.82 19 - 9% 
d—Deficit. x— Also 100% stock dividend. 


Net#er Price 
Share Range 


$2.49 J 81 -25 

d.10 477/e-15 

d2.71 29%- 7H 
41.11 3634- 7H 
1.69 4454-151, 
2.76 ’ 69 -171/ 
3.51 43-2854 
5.49 3819-12 
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BUSINESS: The present company is the outgrowth of the former 
company of the same name that went into receivership in 1933. 
Through the assistance of General American Transportation Co., who 
furnished part of the necessary funds, a successful reorganization was 
achieved. Pressed Steel Car Co. is the third largest builder of freight 
and passenger railroad cars. A number of car accessories and parts 
are also made. 


FINANCIAL POSITION: The company's capital structure consists of 
$3,900,000 of funded debt, 250,000 shares of 5 per cent dividend, $5 
par value, convertible preferred stock, 66,162 shares of 5 per cent 
dividend, $50 par value second preferred stock and 494,978 shares of 
$1 par value common. The first preferred is convertible share for 
share into common and the second preferred is convertible into com- 
mon in the ratio of one share of second preferred for three shares 
of common stock. Dividends are not being paid on any of the three 
equity issues although they are now cumulative on the first preferred 
stock. A strong cash position has been maintained since formation. 
wr debt is being reduced through purchases in the open 
market. 


OUTLOOK: Order backlogs at the beginning of the year were in 
excess of $17 million and were sufficient to keep operations at high 
levels well into the second quarter of this year. New orders are some- 
what slow at this time but some revival is expected this spring and 
the company is in a position to benefit from a domestic rearmament 
program as well as possible foreign orders. 


MARKET ACTION: Market 


verage 
37 high to '38 low 64% decline 
38 low to '38 high....... 16% advance 
'38 high to '39 low 58% decline 34% decline 61% wider 
39 low to '39 high 175% advance 44% advance 298%, wider 
svemee volatility on four moves 140%, greater than’M. W. S. indexfof 309 common 
‘ocks, 


Pressed Steel's 
moves in rel. to Av, 


32% wider 
169% wider 


Pressed 
Steel Car 


85% decline 
205% advance 


COMMENT: Recent price—l3. The shares have had a substantial 
recovery from their 1939 low price. Nearer term prospect of the 
railroad equipment industry is less favorable than at the close of 
last year. 


Long-Term Record 


Operating Net 
Income Income 
(millions) (millions) 
$1.37 $1.°9 
d1.05 d1.25 


Price 
Range 
$.21 16%- 3% 
d5.56 T/e- 1% 
d1.12 d1.44 d6.03 % 
d.74 d.89 def. i 
NF 42 NF 1% 
NF NF NF in 
NF NF NF *2814-17'h 
1.27 43 1.08 31% 5th 
d.58 d1.17 d3.06 14%- 4% 
1939 (9 mos.). . NF d.62 d1.60 161h- 6 


d—Deficit. NF not available. *—New common. R—Receivership period 


Net Per 
Share 
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WSINESS: The Southern Railway System serves every state of the 
Guth, lying east of the Mississippi River with the exception of West 
\iginia. The main line is double tracked from Atlanta to Washington, 
).C. While the territory served is primarily agricultural, there is a 
trong industrial growth that promises materially to assist the traffic 
bad of the road. About 20 per cent of gross operating revenues are 
derived from the products of mines. Improving inbound freight is 


garply increasing the importance of miscellaneous and l.c.l. freight | 


yhich now accounts for more than half of the road's tonnage. 


HNANCIAL POSITION: The company has made consistent progress 
in eliminating much of the debt incurred in depression years. The 


wad's RC C debt and subsidiary obligations as well as expiring equip- | 


nent issues have been met at maturity and the RFC debt has been 
rduced to about $27 million without weakening the road's improving 


ash position. No dividends are being paid on any of the company's | 


tocks but all debt service has been met without difficulty and with 
the exception of equipment obligations, there are no important 
naturities until 1944, 


OUTLOOK: The outlook for the road and its subsidiaries is good. 
Continued activities in the steel industry favor all branches of the 
ystem. Some further reduction of the RFC loan is likely this year. 
While full service will be maintained on the $290 million funded debt, 
1 dividends of the 600,000 shares of $5 non-cumulative dividend pre- 
fered and the 1,298,200 shares of no-par value common stock are likely 
inthe nearer term. 
WARKET ACTION: Southern Market Southern's moves 
Railway Average in rel. to Avge. 
‘Mhigh to '38 low....... 87% decline 64% decline 35% wider 
‘Blow to '38 high....... 32% advance 16% advance 137% narrower 
‘Whigh to '39 low....... 52% decline 34% decline 53% wider 
Mlowto'39high....... 109% advance 44% advance 147% wider 
ane volatility on four moves 25% greater than M. W. S. index of 309 common 


COMMENT: Recent price—I8. The price of the shares has recovered 


tbout 50 per cent of its 1939 losses. The road is favored by improv- | 


ij industrial conditions in its service area although it will probably 
hil to better 1939 results this year. 


Long-Term Record 


Operating Net Fixed 
Revenues Income Charge Net Per Price 
(millions) (millions) Coverage Share Range 


$118.9 $9.13 $4.72 13434-4614 | 


97.7 d5.92 j d6.87 65%e- 63/4 
73.0 411.22 10.95 18t- 2% 
76.1 d.74 : d2.88 36 - 4% 
78.2 d2.80 ‘ 4.46 361-111 
82.9 1.52 A d3.48 161%,- 51h 
96.3 4.31 : 1.01 2610-123, 
98.4 .81 i d1.69 43% - 9 

89.4 d.50 ; 2.69 235%4- 5% 


99.2 6.49 . 2.69 2344-1114 | 
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BUSINESS: The Studebaker Corp. is not only one of the oldest but 

| it is also the leading independent maker of American automobiles. 
The slump after 1929 resulted in the company's receivership in 1933 

| but after reorganization in 1935 the company has made considerable 
progress in recovery. Throughout the period of financial difficulties, 

| the company succeeded in maintaining its trade position. 


FINANCIAL POSITION: The company has outstanding $6,490,646 of 
Debenture 6's due in 1945. The bonds are convertible into common 
stock at $12.50 a share to December, 1944. The only equity issue is 
2,218,792 shares of $1 par value common stock. The company emerged 
from receivership in a moderate financial position but since that time 
there has been a gradual improvement. The current asset ratio is 
better than 2 to | and cash items—which constitute about half of 
the current assets—are in excess of current liabilities. No dividends 
are paid because of restrictions contained in the indentures securing 
the debenture issue. 


| OUTLOOK: The company’s unit sales in 1939 were almost double 
| those of the previous year. Further gains are likely in 1940 but at a 
| much more moderate rate. Because of heavy competition from the 
major automobile makers, profit margins are likely to remain modest 
but the company will probably somewhat better the estimated 1939 
earnings of $1 per share of common stock. The truck division which 
has been relatively neglected in the past, may also be a source of 
additional business this year since both domestic and military needs 
for trucks are expected to improve considerably during 1940. 
MARKET ACTION: = catcher —_ Averese movecla vel: ts avee. 
‘37 high to '38 low 82% decline 64% decline 28% wider 

| '38 low to ‘38 high . 161% advance 76% advance 112% wider 

| '38 high to '39 low . 78% decline 34% decline 129% wider 

*39 low to '39 high... 96% advance 44% advance 118% wider 

, ee vol.tility on four moves 97% greater than M. W. S. index of 309 common 
StOCKS. 

| COMMENT: Recent price—!2. Last year's sales were about double 
those of 1938 with demand for the new low priced Champion increas- 
ing. The stock is, however, highly volatile and the speculative risk 
proportionately large. 








(1) Long-Term Record 

Net Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends Range* 
1930 $86.1 $1.00 $.28 $3.75 4714-181 

1931 64.4 48 d.01 1.20 266-9 
1932 46.2 d8.35 d3.64 .30 1334- 2% 
1933 36.0 d4.88 NF 83%- 114 
1934 40.2 d1.46 NF 914- 1% 
1935 33.8 d1.98 d.92 1034- 2% 
1936 68.9 . 1.01 155¥6- 9% 

1937 ; 70.9 a Pe P 20 - 3 
ee 43.8 : d.80 9%4- 3% 
1939 (9 mos.) 52.9 « .17 ; 10 - 5% 


*_Prices to 1935 for predecessor company stock. (1)—Reorganization plan 
confirmed Nov. 1, 1934. d—Deficit. NF--No tAvailable. 
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Standard Brands 
Watches Profit Margins 


Gains in Volume Have Only Partially Offset Rising Costs 


BY WARREN KRAEMER 


— the name Standard Brands may not strike a 
universally familiar note, almost every person who owns 
a radio immediately recognizes Chase and Sanbern Dated 
Coffee or Fleischman’s Yeast. And those two, together 
with Royal Gelatin and Tenderleaf Tea, form the back- 
bene of the Standard Brands group of products. The 
company is one of the largest distributors of packaged 
foods in the country and handles about 100 items in a 
very distinctive manner. 

This method of distribution is the answer to the prob- 
lem of merchandising. It may be summed up as putting 
it on the shelf and moving it off the shelf, and finds its 
base back in the history of the most important com- 
pany that Standard swallowed. Standard Brands was 
put together by the house of Morgan in the gay days 
of 1929. And contrary to the sad results of so many of 
these boom mergers this one was a working success. 
The primary reason is contained in the fact that although 
four distinct units were combined to form the big com- 


pany, actually one of the component parts took over 
the whole. The powerful division was the Fleischman 
Co. which is still at the head of Standard Brands. 

Fleischman’s yeast had its beginning when Charles 
Fleischman came to this country from Austria-Hungary 
with a test tube of living bacteria in his pocket and an 
idea in his head. In the test tube was yeast culture, 
and the idea was to produce absolutely pure yeast under 
carefully controlled conditions. No one had ever heard 
of this proposal before. Yeast as American bakers knew it 
was just the result of fermentation of potato peelings 
in a pail, and represented the perfect counterpart of the 
leaven mentioned in the Bible. But this new thought 
called for clean production methods and carefully 
watched and tested operations. It is not surprising that 
one enterprising man saw the opportunity to raise the 
quality of bread and encourage the growth of bakeries 
as an industry. 

That man was James Gaff, an Ohio distiller. A short 
time later, in 1868, he and the man from 





LONG TERM DEFLATION IN PRICE AND EARNINGS 


Austria formed the firm of Gaff, Fleisch- 
man and Company to produce spirits 
and the new Fleischman’s yeast. The 








4 ——_—— —+—— 


— pi 


ie aaa mire 
concern grew, Charles was succeeded by 





| QUARTERLY 
T 


+ 


| 


w 
fe] 


PRICE RANGE 
3° \ 


CENTS PER SHARE 





HIGH -LOW 
| 


t i | 
Pela. it 
| nel 


QUARTERLY 
EARNINGS 
——————p 


his son Julius Fleischman and by the 
time of the latter’s death in 1925 the 
Fleischman Co. had a firm grip on over 
75 per cent of the yeast business in this 
country. 

Two things had become important as 
these years passed. One was the absorp- 
tion of all competition, an easy thing 
under the control and development 
patents that the company owned, and 
the other was a distribution system par 
excellence. Bread is a necessity, and to 
make bread there must be yeast; ergo, 
yeast had to be delivered when it was 
needed. But yeast is a living plant 
despite the uniform cakes it comes i, 
and must be fresh if it is to do its work 
correctly. Fleischman met this problem 
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by building the most complete and effi- 








cient delivery service in this country. 
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Yeast was delivered come hell 
or high water to every baker in 
the country who could see the 
advantage of using a uniform, 
clean product that gave the de- 
jred results. The company 
made a creed of never letting 
its customers down. And just 
as the show goes on, and the 
mails go through, Fleischman 
delivered its yeast. 

This might sound somewhat 
ludicrous if it were not the ac- 
tual basis for the success of the 
company. But Fleischman was 
successful and in 1929 became 
the hub for an ambitious plan. 
The Morgan interests rounded ~ 
up Royal Baking Powder, E. W. 
Gillet (controlled by Royal 
stockholders), Chase and San- 
born Coffee, the Wilder Food 
Products Co., in addition to the 
Fleischman Co. After all the 
negotiations were over and 
Standard Brands had come into 
existence, the relative impor- 
tance of the yeast concern can 
easily be seen from the fact that of 12,648,108 shares of 
Standard Brands issued, 11,366,967 shares went to the 
former stockholders of Fleischman. 

Any study of the company as it now operates must 
first concern itself with the sales of baker’s yeast, foil 
wapped yeast for health, and coffee, since these three 
products account for over 45 per cent of the gross sales 
and more than 50 per cent of the profit of the company. 
Obviously they are of prime importance even though 
the many other products of the company cannot be 
ignored as contributors to the yearly sales of more 
than $110,000,000. 

Since the company has built up a distribution system 
second to none in the entire country, it was a major 
ptoblem to make it pay dividends when things began 
toslip in 1929 shortly after Standard was formed. Yeast 
was sold as a perishable product and deliveries were 
made regularly to a staggering number of places. Some 
600 selling agencies throughout the nation give service 
to 19,000 towns, cities, and villages by direct personal 
delivery and to 215000 additional communities by public 
wrriers. Products go regularly to over 60,000 bakeries, 
restaurants, etc., and to more than 300,000 grocers. 

The company has long been the largest producer of 
baker’s yeast, accounting today for approximately 60 to 
65 per cent of the total output in the country. And this 
position has been built up as the result of giving unusual 
wrvice that aims at doing more for the baker than just 
ling him yeast. Today, the company will offer com- 
plete layout plans for a model bakery to anyone inter- 
sted in entering the business, instruction in up-to-the- 
minute baking methods, and even assist in finding able 
lant or shop managers. Standard Brands also spends 
‘great deal of money on advertising designed to increase 
the purchase of goods from professional bakeries. 

Thus over the years a rise in the consumption of 
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baker’s bread has taken place, but it brought with it a 
problem for the company. Baker’s yeast is a profitable 
item, but the sale of yeast to the housewife in little cubes 
was even more so on a percentage basis. Something 
had to be done! And the result was the beginning of the 
Yeast For Health campaign. Today the company aims 
at having every person in the country eat three cakes of 
yeast per day and helps this idea along with very pointed 
advertising. It is not, therefore, surprising to find that 
the sales of this division are estimated at more than 
$10,000,000 annually. The two yeast divisions brought 
the distribution system to its present heights. After 
1929 there was too much room in the company’s trucks 
and not enough revenue, in the estimation of the powers 
that were. But none of the other products that figured 
in the merger were regarded as perishables and seemingly 
did not merit fast delivery. 

Technicians went to work, and in a relatively short 
time had worked out the very plausible theory that the 
oil in coffee, which the company was not selling in very 
large quantities, became rancid after a period, and nat- 
urally affected the taste and quality of the brew. On 
this basis the company set out to make Chase and San- 
born Dated Coffee the largest selling brand in the nation. 
Overnight it achieved countrywide distribution simply 
by the magic process of putting it on its trucks. And 
backed by a strong advertising campaign sales leaped. 
In 1929 total sales of coffee by the company amounted to 
15,000,000 pounds and today, though not on the top, 
they are well over 100,000,000 pounds yearly with ap- 
proximately 70 per cent dated coffee and the rest less 
familiar and cheaper brands. 

The Royal Gelatine Division of Standard Brands also 
distributes its products through the company’s delivery 
system, and by intensive advertising has succeeded in 
bringing sales up steadily (Please turn to page 643) 
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Another Look at... 


KROGER GROCERY 
VICTOR CHEMICAL 


PHILIP MORRIS 
PHELPS DODGE 


SQUARE D 


BY THE MAGAZINE OF WALL STREET STAFF 


W. here continue the practice of occasional check-ups 
on securities previously discussed. The purpose is deeper 
than merely to bring news up to date on individual com- 
panies—it is to emphasize the necessity for keeping inter- 
pretations up to date. Incidentally, it gives the staff an 
opportunity to revise some opinions in the light of recent 
developments, and now and again to say, “I told you so.” 


* * * 


A new trend in food store merchandising has been 
turned to good advantage by Kroger Grocery and Bak- 
ery. The public finds the super-market an ideal place 
to shop, and Kroger Grocery has opened them where 
possible. But it has also taken advantage of the oppor- 
tunity to close relatively unprofitable ordinary units. 
The consolidation of the buying power formerly spread 
over two or more stores in a community has brought 
with it an improved profit margin and a better turn-over 
of merchandise. The company currently operates about 
3,960 stores throughout nineteen Middle Western states, 
and approximately 2,280 of these have meat markets in 
connection with the grocery and bakery divisions. 

The consolidation and efficiency program has increased 
the sales ratio and the company now turns over inven- 
tory at the rate of thirteen times a year. Close supervi- 
sion together with increased sales brought Kroger’s earn- 
ings last year up to $2.90 per share as compared with 
earnings of $2.05 per share in 1938. 

As of the half-way mark last year the company’s 
finances were in excellent shape and showed considerable 
improvement over the statement covering the end of 
1938. Current assets were $36,236,706 of which cash 
amounted to $15,420,264 compared with current liabili- 
ties of only $7,553,782. And inventories were $18,642,218 
as against $17,724,759. Throughout all of last year the 
company sold $243,357,216 worth of merchandise, an 
increase of slightly more than $1,000,000 per month over 
1938 although 33 fewer stores were in operation. 

Though the company belongs to a group that is con- 
sidered relatively stable, this forward trend in its affairs 
was becoming apparent when it was discussed some ten 
months ago. The current price level of 29 is only four 
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points above the quotation at that time and the factors 
making for a continuation of this move are still visible. 
Earnings showed sharp increases and with them divi- 
dends were also moved up. The company paid a total of 
$2.50 last year, including extras of $0.90, against dis- 
bursements of $1.90 per share in 1938. Furthermore, 
there is strong evidence that the company is still grow- 
ing. During last year it purchased the Illinois chain of 
stores formerly known as the Oakley Economy Stores, 
This group of 58 stores has proved to be a profitable 
investment and sales are running some 5.5 per cent 
ahead of 1938 levels. 

With the Government relaxing its efforts to penalize 
the chain stores as a class as a result of pronounced pub- 
lic opposition, and operating economies resulting in im- 
proved profit margins, the current outlook for the con- 
pany continues to be as favorable as when we last 
discussed it. 


* * * 


Although it is one of the smaller companies in the 
chemical industry, Victor Chemical has established itself 
over a period of thirty-five years as a leading producer 
of phosphoric acid and high grade phosphates, ranking 
second only to Monsanto in this division. Its products 
were originally sold exclusively to the flour mills and 
baking powder manufacturers, but constant research and 
expansion has widened the company’s scope to the point 
where it supplies a substantial portion of the phosphates 
and phosphate derivatives used in the processing o 
foods, dairy products, pharmaceuticals and textiles. In 
addition it finds important customers among the oll, 
leather, fertilizer, steel and metallurgical industries 
From a non-chemical byproduct slag the company has 
developed Tuff-Lite, a lightweight aggregate for cob- 
crete construction. 

Increased sales have made it possible for the company 
to carry out a long range expansion and modernization 
program. The most recent construction in this connec 
tion was a $1,000,000 electric furnace near Mt. Pleasatt 
in Tennessee. A twenty-year contract with the TVA 
insures a plentiful supply of power on favorable terms, 


THE MAGAZINE OF WALL STREET 





and oper 
pare wel 
from res 
laborator 
open nev 
tition ha 
larger ch 
duction, 

ously ch 
both sale 

When 

one year 
Exchang‘ 
glling 
lifted the 
in profits 
although 
tory yiel 
year am 
the full y 
per share 
inan est 


Specic 
ment, Sc 
field, but 
ably in a 
swings. | 
in the co 
types of 
ors, and 
hess con 
from ind 
and repa 
siderable 
that the 
larger ur 
be mate! 
large ext 

Last y 
new field 
This latt 
the prod 
great ad 
enabled 
cern fort 
$500 to 
year, 'T] 
Square | 
of 5 per 
of comm 
tional $] 
common 
pany’s ¢ 
line, U, 
services, 
Novemb 

When 
the stoc 
Volatile | 
has beer 
offer act 


FEBRUA 


actors 
isible, 
divi- 
ytal of 
t dis- 
‘more, 
grow- 
ain of 
stores, 
itable 
- cent 


nalize 
| pub- 
mn im- 
con- 
> last 


in the 
- itself 
ducer 
nking 
ducts 
s and 
h and 
point 
yhates 
ng of 
s, In 
e oll, 
stries 
y has 
* Con: 


ipany 
vation 
ynnec: 
asalt 
rvs 


erin, 


rREET 


and operating costs of the new furnace are said to com- 
pare well with those of the older fuel-fired type. Far 
jom resting on its laurels, Victor Chemical keeps its 
jboratories at work studying additional products that 
open new sales fields for the company. Though compe- 
tition has developed through the entry of other and 
ger chemical concerns into high grade phosphate pro- 
duction, the position of the company has not been seri- 
ously challenged as can be seen from the uptrend of 
joth sales and earnings. 

When the company was last discussed almost exactly 
one year ago the shares had been listed on the Stock 
Exchange for only slightly more than one year and were 
glling around 25. The ground gained since then has 
lifted the shares to approximately 30. That further gains 
in profits lie ahead is a distinct possibility, and the stock, 
although not a speculative performer, affords a satisfac- 
tory yield. Earnings for the first nine months of last 
year amounted to $1.06 a share or slightly better than for 
the full year 1938. And the third quarter returns of $0.43 
per share projected into the fourth quarter would result 
inan estimated $1.50 per share for last year. 


* * * 


Specializing in the lighter types of electrical equip- 
ment, Square D is one of the smaller companies in the 
field, but has shown a marked ability to operate profit- 
ably in an industry that is subject to rather wide cyclical 
swings. It is the largest manufacturer of electric switches 
inthe country and numbers among its products various 
types of control systems, fire station equipment, insulat- 
ors, and lighting and power panels. Under normal busi- 
ness conditions not only does the company derive sales 
fom industrial demand but also from private building 
and repair work. Earnings have, it is true, shown a con- 
siderable range over the last decade, but it would appear 
that the company possesses certain advantages over the 
larger units in the field. A dropping off in business can 
be matched by a reduction in operating expenses to a 
large extent. 

Last year the company made a notable move into a 
new field by purchasing the Kollsman Instrument Co. 
This latter concern has been recognized as a leader in 
the production of precision instruments for aircraft. The 
great advances made in aviation over the last decade 
enabled Kollsman Instrument to grow from a small con- 
cern formed back in 1928 with an initial investment of 
$500 to the $4,000,000 ‘business it was when sold last 
year. The terms of the acquisition of the company by 
Square D involved the issuance of $2,000,000 par value 
of5 per cent preferred stock (convertible into 21% shares 
fcommon) and 35,000 shares of common plus an addi- 
tional $1,000,000 in preferred stock or 35,000 shares of 
common to the Kollsman interests. The instrument com- 
pany’s customers include virtually every American air- 
line, U. S. Government forces and many foreign air 
services. And the backlog of orders on hand as of last 
November totaled more than $2,000,000. 

When Square D was last discussed it appeared that 
the stock at 21 offered considerable merit as a more 
Volatile issue and in the ten months since that time this 
has been the case. Selling near 3% the stock appears to 
offer actually more than it did at that time. The avia- 
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tion factor combined with the increased sales of its main 
division place Square D in the class of a more favored 
speculative issue. 


* * * 


In less than five years’ time Philip Morris has 
established itself firmly as a successful unit in the 
cigarette industry. Sales and earnings have made out- 
standing gains with its leading brand, Philip Morris now 
standing in fourth place among the leading cigarettes of 
the country. A large part of this growth has been the 
result of aggressive and very successful advertising that 
struck a new note with the public, causing them to 
switch brands. But this in itself is one reason why the 
gains cannot be extended at the same rate indefinitely. 
The increase in total volume of cigarette sales has not 
been very great during the rise of Philip Morris, and the 
swings in public favor will tend to modify future gains 
to a degree. Earnings, however, have been excellent, 
showing increases commensurate with the growth in 
sales. For the six months ending last September 30 earn- 
ings were $4.40 per share or $3,851,742 as compared with 
$3,157,967 for the same period in 1938. When the com- 
pany was last discussed the stock was selling around 95 
and now one year later is at exactly the same figure. 
The slowing down of growth that this reflects is of course 
to be expected, and it appears that some consolidation 
of gains is in order. Financially the company is in a 
strong position and recently took advantage of this to 
call for redemption 2,668 shares of its 5 per cent pre- 
ferred stock. Since the shares are convertible into 14% 
shares of common on or before March 1, it is to the 
holders’ advantage to do so and will also make it unnec- 
essary for the company to pay $110 per share for it. 


* * * 


Phelps Dodge is one of the foremost domestic 
producers of copper. Operations are completely inte- 
grated, the mining activities being supplemented by the 
production of gold, silver and lead, custom ore smelting, 
and the fabrication of an extensive line of copper prod- 
ucts. The industry itself is a leader of the feast or famine 
group, but the company has shown itself capable of mak- 
ing a profit under all but the most unfavorable industrial 
and business circumstances. 

Earnings for last year are estimated to have been the 
best since the boom period of 1916-18 with the total 
placed at $2.55 per share, after allowing for all charges, 
interest, and depreciation, but before providing for deple- 
tion. This would compare with a net of $2.51 per share 
in 1937, the best year since the last World War. Wide 
swings in business are of course reflected in the action 
of the stock, and the shares are currently priced at 37 
or actually three points below what they sold for last 
July. But the lag in the copper market that has brought 
with it a drop in the price of the red metal shows signs 
of having reached bottom. And despite the self-suffi- 
ciency of the British in the copper market, their ally 
France has been making inquiries for American metal. 
A continuation of the war, therefore, is expected to see 
an increase in foreign demand. This coupled with a firm- 
ing of the domestic picture might well lift the activity 
in this field. And Phelps Dodge which is almost exclu- 
sively a domestic concern would certainly be favored. 
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It's an Ill Wind 


War is undoubtedly an unmiti- 
gated evil as far as the belligerents 
are concerned and for the world as a 
whole, but it does involve some ben- 
efits for a lucky few here and there. 
One group whose lot should be bet- 
tered as a result of the European 
conflict are U. S. holders of South 
American dollar bonds. Several na- 
tions to the South that have been in 
default of their external obligations 
for some time are now contemplat- 
ing resumption of interest pay- 
ments and sinking fund operations. 
The change of heart is directly 
traceable to markedly improved 
export balances of these countries 
since the beginning of 
the war. The Colombian 
Embassy has announced 
that the 1940 coupons on 
its External Gold 6’s of 
1961 will be paid at the 
rate of 3% and that $400,- 

000 will be applied this year 
to the open market pur- 
chase of these bonds for re- 
tirement. Resumption of 
payments on Brazil’s dollar 
debt is also under discus- 
sion with every indication 
that tangible results will be 
forthcoming. Conversa- 
tions between American in- 
vestor representatives and 
other defaulting Latin 
American governments 
may get under way shortly. 


Success Story 

A recent newcomer 
among the market’s ten 
most active stocks and sell- 


ing close to its 1940 high is 





For Profit. and. Income 


Martin-Parry, formerly a manufactur- 
er of commercial automobile bodies 
but latterly engaged in the produc- 
tion of drawn metal products, steel 
wall board, etc. and, since the begin- 
ning of the war, gun carriages for 
England. Cause of the issue’s sud- 
den popularity is not far in seeking. 
Following five losing quarters, a 
profit of 18 cents a share was re- 
alized in the final three months of 
the fiscal year ended August 31, 
1939, after which net jumped to 
1.12 per share for the November 
period. Estimates place results for 
the current quarter in the neighbor- 
hood of $1.60. An interesting side- 
light on the company’s recent prog- 
ress has to do with the issue of 


Westinghouse photo 


Production line of electric ranges. 





$300,000 of 5% convertible bonds 
last May. The obligations were of- 
fered to common stockholders and 
were underwritten by the concern’s 
president and his wife who, as it 
turned out, had to take down some 
$270,000 of the issue. Since the con- 
version price was $2 a share and the 
stock is now quoted close to $11, the 
latter investment has now appre 
ciated about 550%. 


Consumers’ Dollars 


Data recently released by the De 
partment of Commerce reveal 1939 
retail sales in this country to have 
totaled some $37,950,000,000, up 
7% from 1938 but still about 

5% short of 1937. Failure 
to attain the latter level 
was due to lower prices as 
well as lower volume. Far 
and away the biggest gains 
for the year were scored ip 
the automotive group 
which registered an ad- 
vance of 28%. Next were 
the furniture and house 
hold equipment stores and 
the mail orders whose sales 
rose 1214% and 12%, te 
spectively. Filling stations 
brought up the tail end of 
the procession with a gain 
of only 1% but there were 
quite a few other groups 
whose increases were under 
the national average it 
cluding farm supply and 
food stores (2%), drug 
stores (214%), restaurants 
(314%), apparel stores 
and variety chains 
(544%), liquor stores 
(6%) and department 
stores (614%) 4 Well 
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above average were gains in the 
jewelry and lumber, hardware and 
building supply groups, amounting 
to 10% in each case. Retail trade, 
so often spoken of as something 
homogeneous and uniform, obvious- 
ly varies widely in its fluctuations 
among the durable and luxury cate- 
gories and the non-durable and 
necessity goods classifications. 


Recovery Aid 


President Hoover’s recent unquali- 
fied prediction of a coming boom in 
American agriculture as a result of 
the war abroad will, if it is borne 
out in fact, mean something of a 
windfall to the farm equipment 
companies which, as a group, made 
a comparatively poor showing last 
year and would undoubtedly wel- 
come a little prosperity. The mail 
orders would also rank among the 
outstanding beneficiaries of such a 
development though these concerns, 
judging from current sales and earn- 
ings figures, are able to do pretty 
well even under existing circum- 
stances. The question of Federal 
farm benefit payments in fiscal 1941 
remains up in the air but would be 
of minor importance should Euro- 
pean buying here reach the propor- 
tions the ex-President visualizes. 
The significance of a full fledged 
farm boom, moreover, would extend 
considerably further than just those 
industries directly or exclusively 
identified with the nation’s rural 
markets and would constitute one of 
the most important possible aids to 
further overall economic recovery. 
It was certainly a large factor in the 
war boom of twenty odd years ago 
though the deflation that came after 
and the farm problem that has been 
4 national liability ever since may 
temper optimism somewhat in the 
present instance. 


Bear Facts 


If trader sentiment is any omen, 
1940 has gotten off on a sourer note 
marketwise than the rather narrow 
action of the averages since the turn 
of the year would seem to indicate. 
Total short interest on the exchange 
in January gained approximately 
20% over December, standing at 
454,922 shares at the end of the 
month. Bearishness has been highly 
selective, however, with distinctions 
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Britain Mobilizes on the Financial Front 


Recent action of Great Britain in requiring her nationals to sell to the British Treasury 
(at February 17 prices) all holdings of a list of 60 U. S. industrial securities was taken to 
make certain that liquidation here "should continue over a period of time at about the 
average volume of recent months" and to insure that sales “of these securities in the American 


market shall be orderly." 


A list of the 60 securities follows: 


Allied Chemical. 

Allied Stores. 

Allis Chalmers. 

American Can. 

American Radiator. 

American Steel Foundries. 
American Tobacco. 

American Tobacco ("B.'’) 
Atchison Topeka and Santa Fe. 
Aviation and Transportation. 


Caterpillar Tractor. 

Cerro de Pasco Copper. 

Colgate Palmolive Peet. 
Colegio Gas and Electric 6% 


Commercial Credit. 

Cc Jal | tment Trust. 
Commonwealth Edison. 
Consolidated Edison. 
Continental Oil. 

Corn Products. 





Douglas Aircraft. 
du Pont de Nemours. 


General American Transp 





H. L. Green. 
Greyhound. 


Ingersoll Rand. 
Johns Manville. 
Kennecott Copper. 


Loew's Incorporated. 
Louisville and Nashville. 


Montgomery Ward. 
Norfolk and Western. 


North American Aviation. 
North American Company. 


Paramount Pictures. 
J. C. Penney. 
Phillips Petroleum. 


Radio Corp. of America. 
Republic Steel. 
R. J. Reynolds. 


Safeway Stores. 

Servel. 

Southern Pacific. 

Speigel Incorporated. 
Standard Oil of California. 
Sterling Products. 

Swift and Company. 


Texas Corporation. 
Texas Gulf Sulphur 


Union Carbide. 

Union Pacific. 

United Aircraft. 
United Airlines. 
United Fruit. 

United States Smelting. 


Crane Company. Pure Oil. 


Crown Zellerbach. 


Purity Bakeries. 


Westinghouse Airbrake. 





drawn not only between various in- 
dustry groups but also between lead- 
ing issues within the same group. 
The bear account in Bethlehem Steel, 
for example, was reduced during the 
period while that in U. $, Steel in- 
creased. Short commitments also 
gained on balance in U. S. Rubber 
and Chrysler while that in General 
Motors almost doubled. A _ small 
army of traders is apparently fight- 
ing the rise in Loft though with little 
success thus far. So long as it does 
not exert undue pressure on prices 
in the process of accumulation, a ris- 
ing short interest, since it must ulti- 
mately be covered, thus provid- 
ing a cushion or additional impetus 
for the market, is essentially a more 
bullish than bearish factor. 


Containers 


‘arnings of American Can last year 
recovered, to the best level since 
1930, amounting to $6.22 per share 
as against $4.35 the year before and 
#6.08 in 1937. Continental's advanced 
to $2.71 from $2.17 in 1938 but were 
still appreciably under the $3.06 per 
share reported for 1937. American’s 
higher percentage profit gain on the 
year—439% versus 25% for Con- 
tinental—stemmed directly. from a 
greater proportionate advance in 
sales—12.2% versus 7.6%. The im- 
provement recorded in’ both’ in- 


stances was noteworthy, however, 
since it occurred in the face of a 
15% to 20% decrease in the principal 
vegetable packs and a 2% price re- 
bate granted on packers cans. Re- 
bates will be continued this year but 
present prospects are for somewhat 
larger packs. American’s paper con- 
tainer division is understood to be 
showing encouraging progress and 
both companies have _ received 
benefits in recent years from an 
increasing percentage of canned 
beer sales in relation to the total 
amount of beer produced. 


Street Notes 


New plastics are getting to be an 
almost daily occurrence, the latest be- 
ing cellulose acetate butyrate which 
Tennessee Eastman Corp., rayon 
subsidiary of Eastman Kodak, be- 
lieves may ultimately take the place 
of cellulose acetate plastics, now 
widely used in the manufacture of 
auto accessories. * * * With earnings 
last year estimated to have been be- 
tween $15 and $20 a share, rumors 
of a split-up in Aluminum Co. shares 
still persist. * * * Largest aircraft 
backlog in relation to current plant 
capacity is that of Brewster Aeronau- 
tical—$22,000,000 against $11,000,- 
000 capacity; hence, company has ne- 
gotiated the lease of the Newark 
municipal airport hangar. 





Profit from Next Market Upsurge 


OW is the time to weed out laggards in your list and create buying power to profit fully‘in- 
potential leaders of the next important advance. 


Forecast subscribers are already in this advantageous position. In the first 10 days of Janu 
they were advised to close our all short term and longer term holdings carried on our recomm 
dations . . . making available 457% points profit. 


i — 
As you will see from the chart | INDUSTRIAL AVERAGES | | 
herewith, since July 1938—over a Compiled by THE MAGAZINE OF WALL STREET 
period of more than 18 months— | nd ne! a OO A AS Se ee ie a | 
the market has declined slightly. | 
Yet, there have been several ad- 
vances of 10 to 25 points followed 
by sharp reactions. Correct tim- 
ing is the essential for profits in 
today's markets . . . and it is the 
function of THE FoRECAST to sup- 
ply it, with definite advices of what 
and when to buy and when to sell, 
through a= specialized program 
suited to your capital, wishes and 
objectives 
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Short Term Programs 27% Profit . . . Market Declined 12% 


Substantial profits were shown in our Unusual Opportunities, Trading Advices and Bargain Indicator 
. on all commitments recommended and closed out in 1939 while our broad averages declined 12%. 
A dozen examples of individual profits available are given below: 


Points Profit Points Profit 


Republic Steel 8 Chrysler Corp 2734* 
Fairbanks Morse 634 Wanacuium Gorp.....c.:. 2.6... 10% 
Bendix Aviation 7 American Smelting.......... 8 
Westinghouse Electric ....... 1434 Bethlehem Steel 
Inland Steel 1644 Electric Auto-Lite............ 
175% General Motors 
*In three turns. 


Enroll with THE Forecast today while such outstanding profit opportunities are still in the development 
stage. In the next market upsurge, your profits in the first few weeks may readily amount to hundreds of 
dollars. From September 2 to 13 of last year, our short term advices alone made available 9354 points 
profit. 
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THE INVESTMENT AND BUSINESS FORECAST Free Air Mail 
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90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. (] Check here if you 
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of our weekly and spe- 
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oO UNUSUAL Low-priced Common Stocks for Market Appreciation. One or two wires a States and Canada. 
> TUN 7c month, on average. Maximum of five stocks carried at a time. $1,000 capital 
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Though per capita Business Activity, 

under nent fal and cotton cloth ae BUSINESS CREDIT 

duction, has dropped nearly three points since Federal Reserve Board 
our last issue, there are indications that the 
recession will have burned itself out by the 
end of the current quarter. Up to present 
writing, reaction from the year-end peak has 
rr to 7% " a pov — rr ona 

monthly basis the dip was less than 19,—with ee. 

January averaging 99.0, compared with 99.8 aa! 
in December and 87.0 in January, 1993. In 
marked contrast with the notable stability of 
this publication's index of business activity was 
the sharp drop of 6.7% in the Federal Reserve 
Board's index of Industrial Production (not 
compensated for population growth), which (at 
128) in December was 12 points above our own 
uncompensated index, while (at 120) in January 
the spread was only 3 points. This indicates 
considerable progress toward correction of an 
unhealthy situation in which production was run- 
ning too far ahead of general business activity. 
The next upturn would rest upon a sounder 
foundation if the present readjustment would 
continue until production dropped well below 
general business activity, thereby facilitating 

a sizeable reduction in Inventories. 
nies ' BANK 
There is little prospect, however, that inven- 
tories will or should be reduced to pre-war 
(Please turn to next page) t1O WEEK RUNNING AVERAGE OF 140 CITIES 
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Busi 
usiness and Industry at 
ae 
r 
Latest Previous Last PR li 
Date Month Month ass ESENT POSITION AND OUTLOOK sel 
INDUSTRIAL PRODUCTION(a) : 120 128 101 | AUTOM 
INDEX OF PRODUCTION AND | (Continued from page 631) Prato 
TRADE (b) 95 93 86 12M 
Production ; 94 93 85 | levels; for, as the conflict spreads and becomes | Registra 
87 84 69 | more active, there will be greater demand for our | Passe 
Non-durable Goods : 98 97 94 products, at rising prices; though inflation will | Truck 
Primary Distribution : 89 89 79 | not be so pronounced as in 1916-18, unless this | |  -_— 
Distribution to Consumers : 100 97 992 | country should enter the fray. Thus far our raw | pAPER 
Miscellaneous Services ( 87 84 83 material price index, after a spurt of 15 points, | Product 
| or 23%, between August 26 and September 23, : 
WHOLESALE PRICES (h) é : 79.3(pl) 79.2 76.9 has since lost 8 points, or a little more than half of | on se 
INVENTORIES (n. i. c. b.) its advance, leaving a net rise of 11% since | 
Rew Materiels 93.0 91.4 103.3 September 1st, compared with an advance of | LIQUO! 
Cont Ctaidied Gonds 89.6 99.8 - 410.7 5.6% in wholesale prices and a gain of 3.1% | Product 
Finished Goods | 114.6 111.8 111.4 | ' ceted press BE Withdr 
COST OF LIVING (d) | getty So: ial 
All items 85.3 85.7 85.8 There is little in the record to support the | GENER. 
78.5 79.6 80.3 President's fear that another business slump will | Paperb 
Housing : 86.6 86.7 86.2 result from too drastic cuts in Government spend- | Railway 
Clothing ; 72.9 72.9 73.0 | ing. Reduction in Federal expenditures between | Loce 
Fuel and Light 85.6 85.6 86.0 the fiscal years ended June 30, 1936 and 1937, | Freig 
Sundries H 96.8 96.8 96.8 amounted to only $223,000,000, or 2.6% and | Passe 
117.2 116.6 was obviously not responsible for the 1937-8 | Cigaret 
depression, which was precipitated by a drastic itumir 
$68,500 $63,993 | cut in excess reserves at a time when inventories | 9 at 
CASH FARM INCOME}; ~ | had become top-heavy in consequence of a too | Portlan 
Farm Marketing | $651 $613 | 'apid rise in wages, costs and prices. Comm 
Including Gov't Payments 743 652 | oe —C 
12 Months 8,518 8.081 | ft 
Prices Received by Farmers (ee).. 99 ‘ 94 According to the National Industrial Confer- 
Prices Paid by Farmers (ee) : 128 120 ence Board, unemployment rose 93,000 in 
Ratio: Prices Received to Prices} December, to a total of 8,428,000, compared 
Paid (ee) | 81 7g | with 9,304,000 in —~— 1938. Acgricul- wn ath : 
\- - — ture was responsible for the December rise. | 
FACTORY EMPLOYMENT (f) | New orders booked in December, were still | 
Durable Goods | Dec. 83.8 18% above August; though off nearly 1/3 from | ELECTR 
Non-durable goods 103.8 the September peak. Factory inventories rose | K.W.F 
| —| 12% during the first four months of the war. 
ia (f) | 87.1 Chain store sales in January were 12.4% above TRANS 
| ae last year, with mail order sales up 21%, and | Carloa 
RETAIL TRADE | variety stores gaining 5.5%. With the passing | Grain. 
Department Store Sales (f) ' 92 88 of southern snow storms, department store sales | Coal... 
Chain Store Sales (g) Jan. 113.5 ’ 107.5 in the week ended February 3 spurted to 9% | Forest 
Variety Store Sales (9) Jan. 116 113 above last year, compared with a four-week’s gain | Manul 
Rural Retail Sales (j) Jan. 134.5 , 120.0 of only 5%. L.C. 
Retail Pri a 
e rices (s) as of Feb. 92.3 : 89.1 | STEEL 
FOREIGN TRADE Carloadings, though declining at a somewhat Pig Ire 
Merchandise Exports { Dec. $357.5 H $266.4 greater than normal seasonal rate, are currently Scrap 
Cumulative year's total? to | Dec. 31 3,123.8 3,057.2 nearly 15% above last year. Railroad net in- | Finish 
Merchandise Imports f | Dee. 232.7 : 165.4 come after all charges last year was close to the | a= 
Cumulative year’s total to Dec. 31 2,276.3 1,949.6 $98,000,000 reported for 1937. STEEL 
RAILROAD EARNINGS ~ #* ee 
otal Operating Revenues * 1939 $3,995,071 ee ‘ 
Total Operating Expenditures*..| 1939 2,918,216 gore gee Building permits, valued at $1 226,000,000, on 
1939 355,766 "340.695 for 343,000 family dwelling units were issued 
Net Rwy. Operating Income*...| 1939 588,801 373.1 5] last year, 288,000 of which were to be financed PETRO 
Operating Ratio % 1939. 73.05 16.34 privately and the remaining 55,000 by U. S. H. A. “ 
Rate of Return % 1939 9.96 1.43 Grand total was 39% above 1938; but privately vere 
: : financed projects gained only 20%. Mortgages Crude 
BUILDING Contract Awards (k).| Jan. $103.7 ' $103.8 on 10,800 new homes were selected in January Total 
F. H. A. Mortgages for appraisal by the FHA, compared with 10,174 Fuel ¢ 
Selected for Appraisal f : 70.9 : 11.6 a year ago, a fair showing considering the weather. Crude 
Accepted for Insurance ft . 48.8 : 42.2 Privately financed construction contracts Crude 
Premium Payingt : 65.1 ‘ 55.4 awarded during January in 37 states east of the Gasol 
rage z Rockies were about on a level with last year; but rae 
Building Permits (c) public awards were down 37%, causing a net a 
214 Citiest.. ; $59.9 : $70.0 | decline of 22%. Engineering construction -, - 
New York Cityt : 24.7 : 23.6 awards in the week ended Feb. 8 were 38% _ - 
Le, a aE A 84.6 : 93.6 above last year, against a 24% decline for the sine. f 
Engineering Contracts (En){ . 192.0 ; S447 Fest six weeks of 1940. way Ac 
FEBRU. 
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PRESENT POSITION AND OUTLOOK 








_—— 
Ingot Production in tons* 


Pig Iron Production in tons*. . .. 
Shipments, U. S. Steel in tons*.. 


5,018 
3,600 
1,146 


5,164 
3,768 
1,444 


Domestic retail sales of automobiles in the 
final third of January spurted to 32% above last 
year, bringing the month's total up td around 





Alli 

AUTOMOBILES 

Production 
Factory Sales 


Registrations 
Passenger Cars, U. S. (p) 
Trucks, U. S. (p) 


452,024 
3,577,058 


2,655,833 
487,288 


351,782 


2,489,635 | normal seasonal rate. 


1,891,021 


280,000 units—a 30% increase over January of 
1939, despite poor driving weather. Produc- 
tion currently is running about 14% above last 
388,346 year, though declining at a somewhat greater than 


* * * 


365,349 Department of Commerce reports that manu- 





pAPER (Newsprint) 
Production, U. S. & Canada * (tons). . 
Shipments, U. S. & Canada * (tons). . 





Mill Stocks, U. S. & Canada * (tons). 


335.2 
325.2 
192.4 


facturers’ inventories rose $1,000,000,000 dur- 
ing the fourth quarter of 1939; but expects that 
285.6 inventory liquidation this year will not exceed 
274.8 | $400,000,000, compared with $1,400,000,000 
190.8 during the collapse of 1937-8; since, due to the 





LIQUOR (Whisky) 
Production, Gals. * 
Withdrawn, Gals. * 
Stocks, Gals. * 


8,033 
7,704 
465,018 


465,934 


war, producers are now disposed to hold larger 
| stocks than in 1937. Bituminous coal stocks 
11,003 | increased 11,200,000 tons, or 25%, during the 


7,665 | fourth quarter. 
466,785 Yee 





GENERAL 
Paperboard, new orders (st). . 
Railway Equipment Orders (Ry) 
Locomotive 
Freight Cars 
Passenger Cars 
Cigarette Production 
Bituminous Coal Production * (tons). 
Boot and Shoe Production Prs.*. .. 
Portland Cement Shipments * 
Commercial Failures (c) 








393,123 


28 

209 

5 
12,803 
46,155 


414,294 


+S 
100 
106 
14,461 
37,283 


33,000(pl) 23,412 


6,791 
1,237 


10,147 
882 


Equipment orders during January consisted 

334,711 of 209 freight cars, 5 passenger cars and 28 loco- 

motives; compared with 3, 47 and 8, respectively, 

8 | ayearago. Lumber orders in the week ended 

3 | Feb. 3, though 1% below last year, were 11% 

47 ahead of production. Paperboard production 

12,656 in December was 31% above the like period a 

35,750 | year earlier, compared with 30% for all of 1939. 

25,710 | Unfilled orders on Jan. 1 were 84% higher than 
6,290 at the like date last year. 

1,567 | 
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Latest 
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Previous 


Week 
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. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100...... 


94.9(pl) 


96.4 


82.9 | While the cold snap has added somewhat to 
the demand for eleetric power, output of recent 





ohne: POWER OUTPUT 
H.t 


2,523 


2,541 


weeks has been declining more than seasonally 
296g | due to slowing down in industrial activity. Pres- 
; sure by ‘the SEC to expedite reorganizations 





TRANSPORTATION 
Carloadings, total 


Manufacturing & Miscellaneous... . 


626,903 
29,174 
145,661 
29,263 
244,034 
147,442 


657,004 
32,080 
158,635 
31,374 
25,,963 
146,788 


under the Utilities Act has occasioned some con- 

576,352 | cemamong holders of securities issued by holding 

28.809 | companies which are heavily in arrears on pre- 
131,605 | ferred dividend payments. 


23,539 ae ne 


218,649 
148,406 With incoming orders holding around, or slight- 





STEEL PRICES 
Pig Iron $ per ton (m) 
Scrap $ per ton (m) 
Finished ¢ per Ib. (m) 


Feb. 
Feb. 
Feb. 


22.61 
17.00 
2.261 


22.61 
17.08 
2.261 


ly below, 45% of capacity, the steel operating 
| ate continues to seek lower levels; but prices 
20.61 | thus far have held encouragingly at published 
15.00 | schedules. Chairman Weir, of National Steel, 
2.2986 | and President of the American Iron and Steel 





STEEL OPERATIONS 
% of Capacity week ended (m).... 


Feb. 


68.5 


71.5 


Institute, believes that some improvement should 
| be witnessed next month and predicts that the 
55.0 industry's operating rate will average somewhere 
between 60% and 70% for the remainder of the 





CAPITAL GOODS ACTIVITY 
(m) week ended 


Feb. 


86.6 


89.5 


first half year. 


x * 


78.6 





PETROLEUM 
Average Daily Production bbls. * 
Crude Runs to Stills Avge. bbls. * 
Total Gasoline Stocks bbls. * 
Fuel Oil Stocks, bbls. * 
Crude—Mid-Cont. $ per bbl 
Crude—Pennsylvania $ per bbl.... 
Gasoline—Refinery $ per gal 





Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 


3,067 
3,460 
91,649 
75,897 
1.02 
2.23 

16 065 


3,499 
3,395 
89,337 
75,771 
1.02 
2.23 
06% 


Lessened prospects of bringing off output 
under Federal control, opposition by the Justice 
Department to efforts to secure Government title 
to submerged oil lands, and a recent federal 
court ruling that oil companies need not pay un- 
employment and old age taxes of bulk plant 
operators, have brought some cheer to the indus- 
try; but gasoline inventories are still high. 


2,663 
3,027 
81.544 
82.981 
1.02 

1.36 | 

057% 





term trend. (c)—Dun & Bradstreets. 





t—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. 
(cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e)}— 
Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. 
Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926—100. 


(st}—Short tons. 


(j}—Adjusted—1929-31—100. (k)—F. W. Dodge Corp. (m)—lron 
Age. (n}—1926—100. (n. i. c. b.)—Nat. In. Conf. Bd. 1936—100. (p}—Polk estimates. (pl)—Preliminary. (r)—Revised. (Ry)—Rail- 
Way Age. (s)—Fairchild Index, Dec., 1930—100. 


(b)—Federal Reserve Bank of N. Y. 100%—estimated long 


(En)}—Engineering News Record. (f}—1923-25—100. (g)— 
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Trend of Commodities j _ 






























































Following the Lincoln's birthday holiday, most com- excessive proportions, surprisingly good figures on the domes. PapPER 
modity prices have displayed a firm to higher tone. Several tic copper industry and indications of awakening interest o, OF a 
factors apparently influenced this trend, including quiet the part of industrial buyers. Wheat was the feature of th & Pes 
strength in the stock market, a more war-like tone in the Eu- more volatile commodities at the close of the past Expo 
ropean news and the growing belief that the downtrend in ne registering the sharpest gains since mid-Decembe, M Refined 
general business will flatten out next month. Other favor- Short covering was very much in evidence. Action of th Refined 
able developments included accumulating evidence that in- wheat market is d garg y a cue as to what to expect for an Refined 
ventory buying in the final quarter last year did not attain indefinite period of other volatile commodities. oe 

| Refine 

a Refined 
° TIN 
& Price ce 
rs LABOR COST Tin Pla 
2 | World 
Fe} FINISHED | U.S.C 
8 USA 
Mt EAD 

2 v | LEA 

8 a Price 

= = S..E 

Su 2 | U. S$ 

« i | Stoc ks 

< = ZINC 

| Price c 

6 U. S. F 

5 U.S. § 

3 RAW MATERIAL ,; 

= | Stocks 

es ! - 

. ‘SILK 

1930 1935 1940 MAMJJASO JFMAMJ JASON | Price | 
1939 1940— | Mill i 
i 
Changes in Major Commodity Price Groups for the Fortnight Ended Feb. 10, 1940 | Visibl 
down 0.3 Metals a down 0.2 
down 0.5 Building Material down 0.6 RAYO! 
down 0.7 Chemical down 0.3 Price « 
down 1.4 Housefurnishings down 0.7 
up 0.4 Miscellaneous down 0.3 a 
| Stocks 
ce) — 
|wool 
aS — | Price 
Latest Previ Y mam 
ik “Cees tee PRESENT POSITION AND OUTLOOK HIDES 
| any eae Sie oa: ia rice 
ae Ee Vieils 
| COTTON Cotton. The official report placed January ag 
| Price cents per pound, closing consumption at 730,143 bales the largest for any dil 
| 10.92 single month, with the exception of the 777,000- | RUBBE 
10.53 bale figure for March, 1937. The total con- E Piles 
11.18 sumption of 4,041,845 bales for the first six Sthess 

(Ih bales 000's) months of the current cotton year was the largest | see 

Visible Supply, World (X) in history for that period. Mills are maintaining | | Stock 

Takings, World, wk. end (X) output at a rate much in excess of new orders, Tire F 

Total Takings, season Aug. 1 to.... (X) with the result that backlogs have been substan- Tire § 

Consumption, U. S 730 | tially depleted. With production running well Tire | 

Exports, wk. end 204 | ahead of consumption, in the absence of arenewed | eae 

Total Exports, season Aug. 1 to....! 4,462 | buying movement, early curtailment will be | Coco 

Government Crop Est. (final) 11,792 11,943(ac)} necessary to avoid unpleasant consequences. Price 

Active Spindles (000's) 22,778 22,774 22,443 Export shipments continue large, although new ie 

SoS ———j| buying is barely more than nominal. Ware 
WHEAT a — 

Price cents per bu. Chi. closing ; | 

Mayon . 8% = 9Hh «ST | cow sh the paw peak cout mot eden GME Pre 
100% 96% 681% : P 3 : ) 
Nee base, with the result that short covering at times | Impo 

Exports bu. (000's) since July 1 to. | 80,863 78,088 96,910 a 4 : 

: attained the frantic stage. No salient reason U. S. 

Exports bu. (000’s) wk. end 2,775 4,138 2,980 wf ee 

sh ; could be found for the sudden strength. Pacific | 
| Visible Supply bu. (000’s) as of... . 10 104,221 106,736 94,299 é 2 : 

Givi Gan le. bu. (tte looe'd 1 399.000 563,431 (ac) coast sales to Russia during the past fortnight SUGA 
| me snatinasn mashasnsas vee Si (kis dacs Sic 4 ®¢/! were estimated as high as 4,500,000 bushels. | Price 
} CORN Substantial sales of Canadian wheat for the account | Ra 

Rmiveiiite pat teu: Chi: slesins of Great Britain were also reported. Reports | Refir 

Se aS pean | Feb. 17 56%, 56 AB, | poor! Ayer place the 1939-40 crop at the | +e 
pine Feb. 17 57/9 5614 50% | est yield in many years. ; 

Exports bu. (000's) since July 1 to.| Feb. 10 19,961 17,803 59,270 | a. ee —— 

Visible Supply bu. (000's) as of...) Feb. 10 40,259 40,355 47,243 | Corn. Although failing to respond notice- 2 

Gov't Crop Est. bu. (000's) (final)...| 1939 2,619,137 2,562,197(ac) ably to the spectacular action of wheat, corn ee 

| prices have held firm. i eae 
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COPPER | Copper. To the surprise of many, domestic 
Price cents per Ib. | copper statistics for January disclosed a sharp drop 
"8s i 11.25 : ; in stocks of refined copper. Stocks of refined at 
Exports f. a. s. N. ¥ ha 11.50 : the month-end were down 24,044 tons. Stocks 
Refined Prod., Domestic (tons) 4 84,421 of blister, however, rose 5,440 tons, making the 
Refined Del., Domestic (tons) : 91,428 net decrease in all stocks 18,604 tons. Domestic 
Refined Stocks, Domestic (tons). ... . 31 135,441 159,485 deliveries of 91,428 tons for January were prac- 
Refined Prod., World (tons) 158,236 173,205 139,483 tically the same as the average for the five months 
Refined Del.,! World (tons). 181,487 180,433 177,580 to December, last. Production of both crude 
Refined Stocks, World (tons) 31 490,419 513,670 523,196 and refined in January ran well above the five 
= months’ average. Sales have responded to the 
TIN favorable implications of the latest statistics and 
Price cents per Ib., N. Y. " 45% 451%, 453| thus far this month are running ahead of January. 
Tin Plate, price $ per box ; 5.00 5.00 5.00 Export demand also has been good. 
| World Visible Supplyt as of ‘ 35,573 38,280 39,100 ee 
| U. S. Deliveriest , 9,780 11,366 4,330 | Tin. Demand as been flat as a pancake. 
U. S. Visible Supplyt as of " 16,202 15,965 10,166 Prices for the most part have held within the re- 
! cent narrow range. Reports of concern in Great 
|LEAD Britain over re-exports of tin from the U. S. to 
| Price cents per Ib., N. ¥ ; 5.00 5.00 4.75 Russia and Sweden, thence to Germany, have 
__ U.S. Production (tons) : 45,615 48,467 34,683 been followed by reports that domestic importers 
| U.S. Shipments (tons) , 44,881 64,365 33,908 will agree to export prohibition conditions. 
| Stocks (tons) U. S., as of _ ot Sos 58,061 115,902 a See 
a Lead. Buying, although not dynamic, has 
| ZINC been sufficiently persistent to satisfy the trade. 
| Price cents per Ib., St. Louis Be 5.50 5.50 4.50 | Production is understood to be at about the 
U. S. Production (tons) : 57,158 57,941 44,277 | December level. 
| U.S. Shipments (tons) ? 49,914 53,468 42,639 | a 
| Stocks (tons) U. S., as of : 65,602 65,995 128,407 | Zinc. January statistics were favorable. 
! - - — —J| Shipments were up 4,083 tons and stocks at the 
| SILK | end of the month were slightly lower. Market 
| Price $ per Ib. Japan xx crack ’ 3.00 3.1794 2.091%) is dull and inactive. 
| Mill Dels. U. S. (bales), season to. . : 29,506 21,128 40,816 > 
Visible Stocks N. Y. (bales) as of. . ; 59,225 55,610 48,554 Silk. Both consumption and production de- 
—— - — clined in Japan in January, although the cumu- 
|RAYON (Yarn) lative figures for the season are still ahead of a 
Price cents per Ib 53 53 51 year ago. Domestic consumption for February is 
| Consumption : 31.9 32.0 27.1 being estimated between 23,000 and 25,000 
| Stocks as of (a) : 7.0 6.4 39.5 bales, which would compare with 29,500 bales in 
oo a January. 
|WOOL a ec 
| Price $ per Ib. tops, N. ¥ ‘ j : 861% Wool. Mills are resisting the normal seasonal 
rc— decline, being busy on backlogs. While con- 
HIDES sumers’ inventories are sizable, no difficulty is 
Price cents per Ib. No. 1 Packer. . . . 1314 13% 10 anticipated if spring retail demand is normal. 
| Visible Stocks (000's) (b) as of.... ; 12,792 12,575 13,645 eo 
| No. of Mos. Supply as of : 4.3 6.8 8.3 Hides. Market has been without particular 
a — —- | feature. Price fluctuations have been narrow, 
RUBBER following for the most part the trend of the stock 
Price cents per Ib . 1913 1925 .1628 markets. Heavy export sales of Argentine hides 
SADC ee a lige crsse o:0 1s ec aie atnare : 72,496 71,395 39,082 reported. 
Consumption, U.S: 1... 666 .2.0060 : 54,978 48,428 46,234 = Bes 
Stocks U. S. as of . 156,830 140,280 237,826 Rubber. January imports of crude rubber 
Tire Production (000's) ; 4,419 4,867 4,814 | totaling 72,496 long tons set a new high record. 
Tire Shipments (000’s) , 4,740 4,244 4,282 | As a result stocks at the end of the month in- 
Tire Inventory (000's) as of 8,688 9,244 8,451 creased 16,550 long tons, but were still nearly 
a a a —| 30% lower than at the end of January a year ago. 
COCOA Recent advance in tire prices by a leading manu- 
Price cents per Ib. May : 5.95 5.25 4.43 facturer has not been general throughout the 
Arrivals (thousand bags) Jan. 362 271 253 industry. 
Warehouse Stocks (thousand bags)..} Feb. 16 1,115 1,115 1,012 es 
—— = — i i A a a Cocoa. The intentions of the British Cocoa 
COFFEE Control still remain in the dark. Although not 
Price cents per Ib. (c) Feb. 17 1 8 unanimous, the belief is general that Great Britain 
Imports, season to (bags 000's)....| Jan. 31 8,117 7,199 8,103 will attempt to market cocoa at the best prices 
U. S. Visible Supply (bags 000's)..| Feb. 1 1,451 1,563 obtainable here, perhaps above normal, for the 
/—~ -— —— ~~ —|——-———- —_—— Sean —J| purpose of obtaining dollar exchange. 
SUGAR Seow ue 
Price cents per Ib. Sugar. Domestic raw prices have shown a 
Feb. 17 2.82 . : firm undertone. World prices rose moderately 
Refined (Immediate Shipment) Feb. 17 4.40 : , near the end of last week, apparently in response 
U. S. Deliveries (000's)* 1939 6,722(pl) to war news. Refined deliveries are reported 
U. S. Stocks (000's)* as of (rr).... .| Dee. 31 ‘ normal for this season. 


— a 


t—Long tons. *—Short tons. (a)}—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (pl)}—Preliminary. (n}—Raw and 


refined. (X)}—No foreign statistics allowed to be sent from abroad because of war conditions. 
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Money and Banking 





Latest Previous Year 


Week Week Ago COMMENT 








TEREST RATES ; ae 
— ~alceg 0 1V4% 14% 114% With the addition of $60,000,000 in the latest 


: . %. rie week, excess reserves have risen to within 
oy Seung we é h-eTo he: eTo $10, 000, 000 of the record high of $5,590,000,. 


Re-discount Rate, N. Y ; 1% 000 made three weeks ago. It is practically a 
foregone conclusion that new heights will be at. 
CREDIT (millions of $) tained in the not distant future. The rate at which 
Bank Clearings (outside N. Y.)..... : 2,256 gold continues to pour in would seem to assure 
Cumulative year's total to , 14,906 that. In the latest week gold stocks rose 
Bank Clearings, N. ¥ ; 2,752 $65,000,000, bringing total holdings up to a OE 
Cumulative year's total to : 19,987 new high, at $18,063,000,000. Shipments of 
| F.R. Member Banks gold to the United States in recent weeks have 
Loans and Investments : 23,199 been averaging more than $60,000,000. An 
Commercial, Agr., Ind. Loans. . .| : 4,314 interesting sidelight on this gold flow is the re. E ehict 
Brokers Loans | ; 608 cently announced intention of the British govern. 2° _ 
Invest. in U. S. Govts : 8,910 ment to purchase from British owners all holdings This ser 
Invest. in Govt. Gtd. Securities... : 2,411 of a list of 60 stocks of American corporations, dollars in 
Other Securities : 3,371 The list will probably be enlarged in the future, 1, Give 
Demand Deposits ; 19,108 The implications of this move are that not only is 9, Con! 
Time Deposits ’ 5,256 Great Britain reluctant to further deplete gold oe 
New York City Member Banks stocks for the purpose of paying for war pur- 3, No | 
Total Loans and Invest q 8,785 chases, but that the United States has probably aah 
Comm’! Ind. and Agr. Loans.... ; 1,650 hinted that dollar exchange obtained through the 4, Tf ne 
Brokers Loans ; 465 sale of American stocks held in Great Britain at sé 
| en eC, : 3,349 would be more acceptable. 
Invest. in Gov't Gtd. Securities... .| 1,273 
Other Securities s 1,245 + * * 
Demand Deposits ; 8,659 
Time Deposits. . . ; 640 Loans to commerce, industry and agriculture as 
| Federal Reserve Banks reported by New York City Member Banks I 
Member Bank Reserve Balance. . .| : 12,151 continue to recede, the decline in the latest week q 
Money in Circulation ; 7,411 amounting to $4,000,000 with the total reaching What 1 
Gold Stock : 18,063 a new low for the season. A reversal in the recent common 
Treasury Currency i 2,977 trend of bank borrowings in the next few weeks arrears o7 
Treasury Cash . 2,385 would suggest that the expected spring upturn in future? I 
Excess Reserves : 5,580 5,520 business was beginning to materialize. In the common | 
a areca ? | anos es eer latest week New York banks reduced their hold- encourage 
es | ings of direct Government bonds $45,000,000, increases. 
NEW FINANCING (millions of $) Month Month | while holdings of Government guaranteed issues ing maint 
Corporate... .. , 165.5 221.3 rose $14,000,000 and other securities were up you belie 


—— | age 21.4 9 | $99,000,000 pars 
Refunding... . 133.5 90.8 | isa weasels holdings: 
ie Nati 
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iiaiaiiaieniailt = its fielc 
1940 Indexes | 1940 Indexes supplyit 
No. of CEG: | a with eq 
Issues (1925 Close—100) High LowFeb.10 Feb. 17 || (Nov. 14, 1936 Close—100) High Low Feb. 10 Feb. 17 i 
309 COMBINED AVERAGE 66.4 62.1 64.0 644 100 HIGH PRICED STOCKS.. 67.09 64.02 65.97 65.99 fe 
100 LOW PRICED STOCKS... 58.67 54.25 55.78 56.49 The for 
— — a — —__—- — primari 
5 Agricultural Implements.... 103.0 91.4 95.0 961 | 2 Mail Order } é 91.6 91.4 industr 
6 Amusements... .. .. 286 264 28.6 28.5 || 4 Meat Packing ; j 57.9 58.7 Bt oren 
= Automobile Accessories . :» ees —<829 88.1 89.5 13 Metals, non-Ferrous : . 150.3 153.8 ; 

12 Automobiles 119 108 114 119 4 148 14.7 chief ¢ 

12 Aviation (1927 Cl.—100).. 203.3 185.3 203.1 203.3 22 Petroleum : y 81.8 81.8 years 
3 Baking (1926 Cl—100).... 12.0 11.2 11.7 11.2 || 18 Public Utilities ‘ k 51,2 50.1 Good s 
3 Business Machines 447.3-41138 4447 1158 3 Radio (1927 Cl.—100).... : ) 10.8 109 
9 Chemicals 173.3 160.3 166.6 164.1 9 Railroad Equipment........ : : 48.8 47.5 ; 
20 Construction... 33.6 31.0 32.1 32.7 22 Railroads 4 ; 125 427 itable 
5 Containers. 237.8 223.2 235.3 237.8 : : 2.6 2.6 and in 
9 Copper & Brass 100.0 91.0 95.7 98.8 2 Shipbuilding E : 78.3 82.6 commo 
2 Dairy Products 32.6 308 32.3 32.6H!| 11 Steel & Iron : : 19.2 79.0 of 88 « 
7 Department Stores 209 19.9 20.3 20.5 | : 25.7 27.2 ong 
6 Dougs & Toilet Articles 41.1 459 46.6 47.0 1 169.6 171.7 1989 
2 Finance Companies . 274.5 266.0 274.5 266.0 3 Telephone & Telegraph 2 : 44.9 44.5 cents a 
7 Food Brands 109.7 96.4 107.5 109.7R!| 4 Textiles ‘ ; 51.4 52.5 in Zool 
3 Food Stores 48.0 448 47.4 48.0 4 Tires & Rubber j 14.6 147 
4 Furniture & Floor Covering.. 569 52.5 548 54.4 4 Tobacco , ; 88.6 88.4 - 
3 Gold Mining 968.7 901.6 907.4 901.6 4 Traction 3 39.2 40.2H| g 29,54 
6 Investment Trusts 238 21.2 226 22.0 4 Variety Stores. 1 239.3 235.8 404 $5 
3 Liquor (1932 Cl—100).... 156.0 150.0 154.9 156.0 20 Unclassified (1939 7. — 687 $6 
9 Machinery 2 109.0 111.5 109.4 d f 98.4 100.0 000 of 


R—New HIGH record since 1932. H—New HIGH since 1937. of $2,5 
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The Personal Service Department of Tne MaGazine or Watt Srreet will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1, Give all necessary facts, but be brief. 


2, Confine your requests to three listed securities. 
3, No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


ecial rates upon request for those requiring additional service. 
Sp Pp q q 5 





National Supply Co. 


What is likely to be the effect upon the 
common shares of National Supply should 
arrears on the preferred be paid in the near 
future? I have been holding 125 shares of 
common bought at 21% since 1938 and was 
encouraged by recent reports of sharp sales 
increases. Are satisfactory profit margins be- 
ing maintained? Under the circumstances, do 
you believe I should disturb my present 
holdings?—K. F. G., Dallas, Tex. 


National Supply Co., a leader in 
its field, is engaged principally in 
supplying the petroleum industry 
with equipment, machinery and sup- 
plies used in the drilling of wells. 
The fortunes of the concern depend 
primarily upon conditions in the oil 
industry in general. Reflecting the 
inherently unstable nature of its 
chief customer, earnings in recent 
years have been highly erratic. 
Good sized losses were incurred in 
the five years ended with 1935. Prof- 
itable operations were then resumed 
and in 1937 earnings of $4.90 per 
common share were realized. A loss 
of 88 cents a share was incurred in 
1989 in contrast to a deficit of 79 
cents a share in 1938. Finances are 
in good shape. The 1,155,517 com- 
mon shares are preceded in claim by 
279,548 $2 preference shares, 226,- 
404 $5.50 prior preferred stock, 64,- 
687 $6 prior preferred shares, $7,500,- 
000 of funded debt and bank loans 
of $2,500,000. Pipe prices have been 
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advanced and domestic sales are in- 
creasing as are foreign orders. Ac- 
cordingly with profit margins wider, 
good sized earnings gains would ap- 
pear in prospect. Preferred divi- 
dend arrears preclude early resump- 
tion of common payments. With 
profitable operations said to have 
been resumed and the upward trend 
likely to continue we see no reason 
why present speculative holdings 
should be disturbed. 


National Cash Register 


Are sales of National Cash Register being 
maintained at the November rate? What 
about Canadian outlets? Does the outlook 
for this company, obscured somewhat by 
war restrictions, still warrant holding 150 
shares bought at 29%? Would you kindly 
furnish me with the latest data and your 
own expectations for this stock?—N. A. R., 
Boston, Mass. 


National Cash Register reported 
earnings of 80 cents per share for the 
first nine months of 1939, somewhat 
below the $1.04 per share reported 
for the corresponding period of the 
preceding year. Recent estimates 


place results for the year as a whole 
around $1.05 to $1.10 per share, as 
against the $1.47 per share earned in 
the year before. The company is the 
largest producer of cash registers, ac- 
counting for about 90% of such ma- 
chines sold in this country, and spe- 
cialized accounting machinery is also 
important. Distribution is worldwide 
and consequently the outlook at this 
time is unsettled. While domestic 
sales have lately been showing sat- 
isfactory increases over the corre- 
sponding period of the preceding 
year, with sales to South America 
holding up relatively well and those 
to Canada being at moderately 
higher levels, sales to the British Isles 
have been adversely affected by the 
war and in addition foreign exchange 
fluctuations will doubtless not be 
to the company’s advantage. All in 
all, it is believed that foreign sales 
have recently been accounting for 
about 35% of total volume, whereas 
normal would be about 50% of 
foreign and 50% of domestic origin. 
Over coming months, the outlook for 
sales will depend on retail trade vol- 
ume, which in turn is determined by 
consumer purchasing power and 
credit conditions. Accordingly sales 
in domestic markets should be at 
relatively well sustained levels which 
will doubtless act to lessen losses 
from foreign sources. Finances, ac- 
cording to the latest balance sheet 
available, continue to be sound al- 
though inventory and accounts re- 
ceivable form a large part of working 
capital. This is, however, usual with 
this company. Since current earn- 
ings are likely covering the dividend 
rate by only a small margin, in- 
creases in disbursements are not 
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looked for. As pointed out above, 
foreign uncertainties somewhat be- 
cloud the more immediate outlook, 
but the dominant position of the 
company in its field and the possi- 
bility that earnings would show 
rapid expansion on a return of world 
conditions to normal warrants reten- 
tion of your holdings from a longer 
term viewpoint. 


North American Aviation 


Thanks to your recommendation of North 
American Aviation shares last June, I cur- 
rently show a substantial profit on 150 shares. 
Now, while the dividend return is satisfactory, 
according to the price I paid I am wondering 
whether it would be wise to take a profit 
now or to continue holding. Will you please 
advise me?—Mrs. N. MeN. K., Hastings-on- 
Hudson, N. Y. 


North American Aviation, Inc., 
confines its activities strictly to the 
manufacture of military planes. It 
supplies both United States and for- 
eign governments with observation, 
combat and training ships. Volume, 
the chief profits determinant, has 
expanded sharply in recent years 
with the result that earnings have 
improved in each year since 1933. 
Share earnings in 1938 were equal 
to 55 cents as against only 14 cents 
the year before. Capitalization is 
simple in that the 3,435,033 capital 
shares, of which some 29% is owned 
by General Motors Corp., have sole 
claim on the earnings and assets of 
the concern. The financial status 
is satisfactory. Net income in the 
nine months ended September 30, 
last, advanced sharply to levels 
equalling $1.47 a share which was in 
sharp contrast to the 30 cents a 
share obtained in the January-Sep- 
tember interval of 1988. The com- 
plete figures for the past year have 
not as yet been released but profits 
are thought to have been in excess 
of $2 a share. Plant capacity has 
been substantially increased and 
with the 1939 year-end backlog of 
some $46,000,000 increased since 
that time by orders from the 
United States and Canadian govern- 
ments, operations will remain at 
high levels for some months to 
come. Furthermore the domestic 
armament program and the war in 
Europe should result in substantial 
additional business over a period of 
time. Earnings should continue the 
favorable trend of recent years. 
1940 dividend payments could ex- 
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ceed 1939 distributions of $1.40 a 
share. Although highly speculative 
the shares appear rather attractively 
priced in relation to future prospects 
and retention is thought justified. 


Curtiss Wright Corp. 


As a result of Curtiss Wright’s program of 
expansion which calls for doubling employ- 
ment, how will profit margins be affected? 
Is order backlog still about $150 million? 
What is your latest estimate of 1940 earn- 
ings, judging from business on hand and 
orders expected from foreign governments? 
I hold 200 shares of the common at 12%. 
—P. B. L., Bronzville, N. Y. 


Curtiss Wright is one of the larg- 
est and most strongly entrenched of 
the aircraft manufacturers. The en- 
gine division of the company ac- 
counts for than than one-half of 
sales and most of profits with, second 
in importance, the manufacture of 
various types of military planes, in- 
cluding attack, pursuit, scout- 
bomber and observation aircraft. 
About one-half of orders are usually 
from the United States Government, 
the balance from foreign military 
sources, on which profit margins are 
somewhat higher. The recent excel- 
lent performance of the company’s 
craft under actual battle conditions 
has resulted in a sizable increase in 
orders and backlog is currently 
understood to be somewhat higher 
than $150,000,000, assuring a well- 
sustained rate of operations for some 
time ahead. Recent outlays for ex- 
pansion made necessary by the large 
increase in orders probably per- 
mitted only nominal earnings in the 
fourth quarter of 1939, so that re- 
sults for the full year were likely 
about 40 cents per share, which 
would compare with 17 cents per 
share in the preceding year. Profit 
margins should, however, be fairly 
well maintained over the near-term, 
since the costs of this expansion can 
be added to the price of the planes. 
Moreover, a sizable gain in ship- 
ments is expected to be witnessed 
next vear on completion of larger pro- 
duction facilities. Given a continua- 
tion of the current trends of sales 
and earnings, some declaration of 
the common stock over the inter- 
mediate term would not be surpris- 
ing, though the desire of directors 
to further strengthen working capi- 
tal position to take care of possible 
additional business may postpone 
such a step. While a sudden termina- 


tion of the war abroad could j 
a temporarily depressing effect 
quotations for the stock, the loj 
term growth possibilities of 
aviation industry and the subj 
company’s strong position the 
lend a certain degree of spec 
appeal to the issue. According 
retention of your holdings is ¢ 
sidered to be the advisable cours 
follow. 


Black & Decker 


Has Black & Decker suffered any & 
curtailment as a result of the war? 
present sales increase of about 30 per 
over a@ year ago come entirely from do 
sources? Are profit margins larger or hi 
high material costs narrowed profits? W. 
be pleased to have report of your analy 
{ hold 175 shares bought at 30%. 
action do you counsel?—W. L., Buffalo, N, 


For the fiscal year ended in 
tember, 1939, Black & Decker Mar 
facturing Co. reported a profit equi 
to $1.60 per share, more than do 
that of the preceding year whi 
was equal to 76 cents per shar 
This improvement has been carrié 
forward since that time and the x 
port for the first quarter of the cum 
rent fiscal year disclosed earning 
of 48 cents per share as against ¥f 
cents for the similar period the yeat 
before. The company is an impor 
tant manufacturer of portable eles 
trically driven tools, such as drills 
saws, screw drivers, reamers, grind 
ers, etc., used in a wide variety 6 
industries, the most important 
which currently are the constru 
tion, aircraft, shipbuilding and arm 
ment fields. Development and mod 
ernization have kept products 
abreast of industrial changes at 
have made for a greater degree ¢ 
diversification. Domestic competi 
tion has been met successfully and 
that from foreign sources may Dé 
lessened since foreign competitors 
may experience considerable diffi 
culty maintaining their sales volum 
due to war conditions under which 
they will be operating. The de 
pendence of the company on level: 
of general business activity is illus 
trated by the past earnings record 
which shows record profits of $3.5E 
per share in 1929 followed by a loss 
of $2.94 per share in 1932, earnings 
of $2.82 in 1937, then the drop 
76 cents in 1938. Operations over 
coming months can be expected t 
reflect industrial conditions and 
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with business of the company cur- 
rently about 25% above the year 
sarlier period, earnings should show 
trther improvement. The latest 
Yalance sheet, that for December 
i, 1939, disclosed a satisfactory 
Fancial position, cash of $664,011 
}eing well in excess of current liabili- 
Wes of $388,115. The current ratio 
s nearly 10 to 1. The 377,179 
es of common stock outstanding 
stitutes the entire capitalization 
‘of the company. Some increase in 
‘the 25-cent quarterly dividend is a 
] pssibility over the medium term, 
‘although current disbursements yield 
‘a satisfactory return at present 
‘levels. With the outlook pointing 
‘oward well maintained operations 
over coming months, the stock has 
‘arelatively good degree of specula- 
“tive appeal and merits retention. 


Auburn Automobile 


4 As a result of the amended reorganization 
plan put forth on January 20, are chances of 
| appreciation for Auburn common any bright- 
'er? Please give me a detailed analysis in- 
'duding your opinion of this company’s future 
| growth possibilities. I have been quite dis- 
"couraged regarding my holdings of 150 shares. 
| Do you advise me to hold or sell? I paid 6%. 
'—W. W., Lincoln, Nebr. 

_ Auburn Automobile Co. discon- 
"tinued manufacturing automobiles in 
/ 1987. It now makes special auto- 
“mobile bodies, sheet metal stamp- 
‘ings, sinks and cabinets. A line of 
‘delivery cars is produced by a wholly 


owned subsidiary. Poor earnings and 
a restricted working capital position 
forced receivership in 1937. Capi- 
talization consists of 228,237 com- 
mon shares and funded debt of 
$2,226,775. Profitable operations do 
not appear possible for some time, 
although losses in evidence since 
1932 may be pared somewhat over 
coming months. At latest accounts 
73% of debenture holders had as- 
sented to the amended reorganiza- 
tion plan, as approved by the Court. 
Under the plan common stock- 
holders would receive one new share 
for every ten old shares held. Future 
prospects and drastic treatment in- 
dicated in eventual reorganization 
make the common shares relatively 
unattractive at this time and we 
feel that funds could be used to much 
better advantage in other more 
clearly defined situations. 


Checker Cab 


You seldom mention Checker Cab in your 
magazine. I have 150 shares bought at 20%, 
but am quite puzzled as to its market action 
and outlook. May I have your analysis of 
these shares? Would also like to know 
financial status of company, recent rate of 
sales, profit margins and whatever other 
tangent information you can give. Do you 
think there is a possibility that the shares 
might gain to price I paid in the near 
future?—Mrs. D. C., Wilmington, Del. 


Engaged principally in the manu- 
facture of taxicabs, Checker Cab 


Mfg. Corp. is the leader in that field. 
Also, the company holds nearly 


62%, the controlling interest, in 
Parmelee Transportation Co., the 
largest operator of taxicabs in the 
country and from time to time a 
large taker of Checker Cab’s prod- 
ucts. While there are only several 
important manufacturers of taxi- 
cabs, the amount of business avail- 
able is rather limited and conse- 
quently results in keen competition. 
The earnings record of the subject 
concern over the past several years 
has been rather erratic and since 
sales, the chief determinant of earn- 
ings, conform only roughly to gen- 
eral economic trends and are char- 
acterized by wide fluctuations, the 
outlook for attainment of stable 
revenues cannot be said to be en- 
couraging. For the nine months 
ending September, 1939, a deficit of 
$2.14 per share was reported which 
compares with a deficit of $1.85 per 
share in the similar period of the 
year before. Nor is there anything 
definite in the outlook at the present 
time to suggest that volume of taxi- 
cab orders which might be received 
over the near term would be of 
sufficient proportions to restore the 
capital stock to a profitable basis. 
Military orders are, of course, a pos- 
sibility but a rather remote one. 
While working capital position is be- 
lieved to be adequate, there is little 
to indicate improvement in the near 
future and at present levels, espe- 
cially in view of the recent rise in 
quotations, there seems little incen- 
tive to retain holdings. 





DIVIDENDS RECENTLY DECLARED 





' Company 


Amount Rate 
40 Q 
10 _ 
.75 Q 
.60 Q 
25 —- 


25 
1214 


E Dictaphone Co 15 
4 Eastman Kodak 50 
"Federal Light & Traction $6 Pid.... 50 
q Hazeltine Corp 5 
: Kaufman Dept. Stores Pfd.......... 25 


25 
50 


# Magma Copper 50 
| Mohawk Carpet 25 


: ; Newmont Mining 50 
q Norwich Phar 25 


Date of 
Record 


3/14 
3/14 3/31 
2/20 3/12 
2/15 3/1 

3/4 3/29 
2/19 3/13 
3/11 4/1 


2/16 3/1 


Date 
Payable 


3/31 


Company 
Ohio Power 6% Pfd 


Procter & Gamble Pfd 
Reliance Mfg 


Scott Paper. 
Shattuck (F. G.) 
Sutherland Paper 


3/5 4/1 Texas Corp 


Texas Gulf Sulphur............... 


3/1 Thompson Products 


Underwood Elliott Fisher. . 


U. S. Tobacco 


Virginia El. & Pr. $6 Pfd.. 


Western Auto Supply 


Wheeling Electric 6% Ptd 


Youngstown Sheet & Tube 
Youngstown Sheet & Tube Pfd 


I eo ow daut 


Date of Date 
Record Payable 


2/14 3/1 


Amount Rate 


2/23 3/8 
2/23 3/15 


4/20 5/1 


3/1 
3/1 
3/2 


3/1 

3/1 

3/22 
3/12 
2/26 
2/29 
2/19 
2/14 


25 3/2 
1.37% Q 3/2 


All declarations on common stock unless otherwise noted. 


Q—Quarterly. 
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Superheater Co. 


Please give me your current opinion of 
Superheater stock, I am now holding 100 
shares purchased at 41 in 1938. Has there 
been a substantial increase in orders since 
the $1,900,000 in unfilled orders was reported? 
Do you think the shares might appreciate to 
my purchase level in 1940?—D. L. K., Mis- 
soula, Mont. 


Superheater Co. is the largest 
producer of such steam equipment 
as locomotive superheaters, feed 
water heaters, economizers and heat- 
ing exchangers. Subsidiaries pro- 
duce similar equipment for general 
industrial and utility use, as well as 
refining equipment for the oil and 
chemical industries. The company is 
accordingly in a good position to 
benefit from higher levels of activity 
in those fields which are expected to 
be witnessed over coming months, 
though improvement in earnings 
may be somewhat delayed since 
considerable time is often required 
for fabrication of products. In spite 
of the company’s dependence on the 
“heavy industries” and the fairly 
high and inflexible overhead costs, 
the record of the concern has been 
notable in that earnings and divi- 
dends were reported even in the 
worst of the~depression years. Re- 
cent estimates place 1939 results at 
something better than 60 cents per 





Forthcoming Dividend 





es 
Meetings 

Company Time Date 
Addressograph-Multigraph Co..... 11:00 3/6* 
American Express Co............ 3:00 3/5 
Beatrice Creamery Pid. & Com..... 10:30 3/1 * 
Bleck & Docker..<.............. 3:30 2/28 
Cal. Packing Pid. ............. 3:00 3/14 


Central Hanover Bk. & Tr.(N. Y.).. 12:00 3/5 


oo Sey eee 10:00 3/2 
Diesel-Wemmer-Gilbert.......... 2:00 3/5* 
Elect. Bond & Share $6&$5Pfd.. 3:30 3/28 
Fed. Dept. Stores Pfd. & Com..... 11:30 3/26* 
Filenes (Wm.) Sons Pfd. & Com.... 10:00 3/5* 
Food Mach. Pfd. & Com......... 9:15 3/4* 
General Am. frans.............. 11:00 5/267 
Hecker Products................ 9:30 3/27 
Helms (G. W.) Pfd. & Com....... 11:00 2/28 
Hercules Powder................ 10:00 2/28 
2... SS eee 2:00 2/28 
Kaufman Dept. Stores............ 2:00 3/13* 
SES 5 ted kk oe cbd ous eee 9:30 3/5 
MEME 5 ik ci ainsk babuiee cscs 3:30 3/26 
Nat'l Cash Register.............. 3:30 3/12* 
Pacific Lighting..........,...... 1:45 4/24 
RM, hs es ote 2:00 3/26 
Royal Typewriter Pfd.& Com..... 4:00 3/27 
Thatcher Mfg. Pfd............... 9:30 3/20 
_ | a ene 12:00 3/1* 
ene ETE rer 4:00 3/5 
United Shoe Mach Pfd. & Com.... 10:30 3/13 
West Va. Pulp & Paper........... 10:00 3/19 


All declarations on common stocks unless 
otherwise specified. *Approximate date. 





share, which would compare with 
51 cents per share in the preceding 
year. Finances have been main- 
tained in a very satisfactory posi- 
tion and dividends will likely be in 
line with earnings. Capitalization of 
the concern is simple, the 904,855 
shares of capital stock outstanding 
having sole claim on assets and earn- 
ings. With the outlook pointing 
toward probable improvement in re- 
sults over coming months, retention 
of your holdings on a longer term 
basis is advised. 


General American Transportation 
Corp. 

1 understand General American Transpor- 
tation is entering the aviation field and that 
its recent entry into the motor bus field has 
been profitable. Could you advise to what 
extent the latter has contributed to net earn- 
ings? Also can you confirm the report that 
total order backlog is over $12,000,000? Am 
a holder of 75 shares bought at 5834 and 
would appreciate your latest analysis —B. W., 
Madison, Mass. 


While facilities in the car building 
and repairing fields have been con- 
siderably enlarged in recent years, 
General American Transportation 
Corp. continues to derive the major 
portion of revenues in the form of 
rentals from freight cars utilized in 
the transportation of food products, 
petroleum and other commodities. 
Following a program of expansion 
and diversification the concern has 
entered the aviation and motor bus 
fields. Aggressively and capably 
managed the company has an en- 
viable record of earnings, having 
operated profitably in all years since 
incorporation in 1902. From a de- 
pression low of $2.20 per common 
share in 1932, profits showed con- 
secutive yearly gains through 1937 
when net income was equal to $4.44 
a share. The following year a de- 
cline to $2.91 a share was witnessed. 
I'inances remain characteristically 
strong. The capital structure is 
rather simple in that the 1,032,315 
common shares are preceded by only 
$26,281,000 of funded debt. Last 
quarter improvement is said to have 
carried 1939 earnings fairly close to 
the 1938 figures. Unfilled orders of 
about $12,000,000 are thought to be 
sufficient to keep the car shops at 
high levels of activity well into the 
spring. The motor bus division, 
having made its first deliveries, may 
aid profits this year, while aviation 
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activities should be of longer ter 
benefit. Relatively stable operations 
in the transportation division are to 
be expected. All in all, recent earp. 
ings gains may be further extended 
over the next several months. The 
long unbroken dividend record yjjj 
be prolonged and 1940 distributions 
may exceed 1939 payments of 
$2.3714 a share. Yielding satisfac. 
torily, the shares appear to possess 
a goodly measure of speculative ap. 
peal at this time and we are advising 
their continued retention. 





Great Northern Ry. 


Please publish your most recent analysis 
of Great Northern Railway, supplementing 
the article in one of your issues last fall, ] 
am a holder of 175 shares of this stock bought 
at 30. Should I continue to hold? As soon 
as the July 1 bond maturity has been met, 
do you think a distribution might be voted 
on the stock? Would appreciate your coun- 
sel—Mrs. L. A. H., Hot Springs, Ark. 


* With its line extending westward 
from Duluth and the Twin Cities to 
the Pacific Northwest the Great 
Northern Railway Co. normally ob- 
tains about 75% of freight traffic 
and approximately 66 2/3% of total 
revenues from the movement of 
bituminous coal, iron ore, lumber, 
finished iron and steel products and 
other miscellaneous manufactured 
products. The cities of St. Louis, 
Chicago, New Orleans and Mobile 
are entered over the lines of the 
Chicago, Burlington & Quincy RR. 
which is 50% owned. Non-operating 
income is of considerable impor- 
tance. Because of the varied nature 
of the tonnage moved, earnings tend 
to rise and fall with levels of indus- 
try in general. However, in only 
three of the past eleven years have 
operations been unprofitable. Pre- 
liminary reports indicate that $3.48 
per preferred was realized in 1939, 
up substantially from the $1.09 a 
share the previous year. Finances 
are satisfactory and the capital set- 
up is composed of 2,498,923 pre- 
ferred shares and $331,070,515 of 
funded debt. The current indus- 
trial reaction is not expected to carry 
far and loadings over early months 
are expected to compare favorably 
with those of early 1939. Accord- 
ingly earnings should remain rela- 
tively satisfactory in the interval. 
Dividend resumption is unlikely 
prior to disposition of the July 1 
bond maturity of some $28,000,000. 
Selling for somewhat less than seven 
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(Continued from page 601) 





presentation.” Farnsworth Tele- 
vision has patented a new cathode 
tube that projects images on a screen 
several feet wide and Dumont Lab- 
oratories, controlled by Paramount 
Pictures, has developed a receiver 
of adjustable scanning rate as a 
guarantee against obsolescence if the 
present telecasting rate of 441 lines 
is changed. Only a few thousand 
television sets were sold last year; 
this year Radio Corp. alone expects 
to sell 20,000. 

Television is not the only one of 
today’s infant industries born of re- 
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ob- search. Others are air-conditioning, 
fic § biochemistry, the cotton picker, pre- 
tal fabricated housing, plastics and syn- 
of thetic fibers. But not every inven- 
et, F tion founds a new industry. Some 
ind # of the most important are simply | 
red refinements and new wrinkles in al- 
ls, ff ready well established lines. Of 
ile these there are so many that we can 
the Bf merely hit a few of the high spots 
R. among major recent developments. 
Ing The copper industry, for example, | 
* is experimenting successfully with a | 
v€ fnew process for rolling molten metal | 
nd as it comes directly from the smelter, 
- eliminating the casting of ingots. 
ly A new bearing has been developed 
- by Timken that may greatly in- 
fe crease the speed of railroad freight 
48 trains by putting an end to hot- 
9, boxes and similar frictional handi- 
. caps. Crucible Steel has perfected 
wi a continuous mill technique in the 
t Tf dectrolysis production of tin-plate. 
7 Electric Auto-Lite has a new battery 
: that grows stronger rather- than 
é weaker with age; the plates are 
J covered with fiber glass. The air- 
. craft industry has on the drawing 
boards, ready for production when- 
‘ ever the transport industry is ready 
: to take them, planes ranging up to 
J two hundred passengers in capacity. 
Then, too, there are the new 





Kinkead and Hopkins processes for 
giving carbon steel a coat of stain- 
less steel at little additional cost: 
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Seudibaleer 


wins first three places 


over all cars 


in Gilmore- 


Yosemite Sweepstakes 


* 


Starts 1940 
with a sweepin g victory Mm gas economy 


* 


LARGEST JANUARY RETAIL DELIVERIES 
IN STUDEBAKER HISTORY 
... UP 91.4% OVER LAST YEAR 


* 


| aie up a record-breaking 
1939, Studebaker again makes 
the headlines with a spectacular 
achievement on January 4 of this year. 

Under American Automobile 
Association supervision, Stude- 
baker’s three great 1940 cars—the 
Champion, the Commander and the 
President—averaged 29.19 miles 
per gallon, 24.72 miles per gallon 
and 23.40 miles per gallon respec- 
tively in the great American gas 
economy classic, the Gilmore-Yo- 
semite Run. 

Studebaker sweeps the boards 
Each Studebaker was the winner 
in gas economy in its price class. 
And the three Studebakers also took 
the first three places in the Gilmore- 
Yosemite Sweepstakes, defeating all 
competing cars ofall sizes and prices. 

The public attention that has 
been centered upon Studebaker, asa 
result of these decisive gas econ- 
omy triumphs, is one reason why 
Studebaker retail deliveries for 
January were the largest for the month 


STUDEBAKER ... THE GREAT INDEPENDENT 
World's Oldest Vehicle Manufacturer 


Founded in 1852 « 


in history ... 91.4% over last year. 

If you are buying a new car, it is 
obvious that you should first see 
and drive a Studebaker before mak- 
ing any final decision. 

Low prices on all models 
Most successful new-car in 10 
years, with well over 60,000 satis- 
fied owners to date, the Studebaker 
Champion is priced on a level with 
the three other large-selling lowest 
price cars—as little as $660 deliv- 
ered at the factory, South Bend, 
Indiana. Studebaker Commander 
and Studebaker President Eight 
prices are comparably low. 

See your local Studebaker dealer 
now and go for a convincing Stude- 
baker trial drive. And if you use 
trucks or commercial cars, remem- 
ber that Studebaker makes that 
kind of equipment too—and stands 
ready to save you money in first 
cost and in operating cost. Stude- 
baker dealers offer liberal trade-in 
allowances and you can finance your 


. payments on convenientC. I.T. terms. 














Do you Own 


THESE STOCKS? 


General Motors Bethlehem Steel 
Chrysler Montgomery Ward 
Anaconda Cop. United Aircraft 


Am. Cyanamid B. American Smelting 


Borg-Warner Elec. Auto-Lite 

Gt. Nor. Pfd. Libbey-Owens-Ford 
J. C. Penney Calif. Packing 
Union Carbide Flintkote 
Kennecott Cop. Stand. Oil of N. J. 
Canada Dry Johns Manv. 
Cutler Ham. Monsanto Ch, 
DuPont Phelps D. 

Gen. Refrac. Timken R. Bg. 


AN exclusive UNITED 

OPINION Report on the 
“Buying Advices of Other Au- 
thorities” lists 40 stocks that 
have been analyzed by leading 
financial services during the 
past five weeks, and names the 
issues that have received the 
highest weight of favorable 
opinion. 


Check your holdings against 
this list and see how they rate 
on the basis of investment ser- 
vice preference. 


Send for Bulletin MW-81 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. . ar Boston, Mass. 


U. S. Steel uses the former, Alle- 
gheny-Ludlum the latter. Also, 
Jones & Laughlin’s application of 
the photo-electric eye in timing the 
air currents passed through molten 
metal—merely one more of the thou- 
sands of uses that have been found 
for the eye in monotonous timing 
and inspection jobs in industry. 
The automobile industry is not 
being left behind, though progress 
in this field is now taken pretty 
much for granted. Studebaker’s 
Champion, 500 pounds lighter than 
other low priced cars, and corre- 
spondingly cheaper to operate, is a 
true triumph of research and may 
start a trend toward lighter weight 
cars. Oldsmobile’s Hydra - Matic 
drive probably dooms the clutch 
pedal, while Packard has introduced, 
as an extra, complete air-condition- 
ing. Polaroid headlight lenses and 
windshields are definitely on the way. 
In textiles, Industrial Rayon has 
developed a continuous spinning 
process that cuts operating time for 
one phase of production from 85 
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hours to 54% minutes. 


southern pine. 


by its propeller alone. 


making their appearance. And so on 
almost ad infinitum. 

The state of the world being what 
it is, the progress of industrial science 
in other countries is not without its 
ironical side. Word comes of a new 
Brazilian plastic made out of coffee 
while German chemists would un- 
doubtedly consider it quite a tri- 
umph if they could find a way of 
making coffee out of plastics. Which 
would not be altogether surprising 
in view of what they have already 
succeeded in making from low grade 
coal—things like gasoline, rubber 
and industrial and edible fats. 

The war, of course, has affected 
the course of research in this coun- 
try as well as abroad, and here prog- 
ress takes a grimmer turn. There is 
the new Garand semi-automatic rifle, 
for instance, with which the U. S. 
Army is now being equipped and 
with which 36 men can theoretically 
vipe out a whole regiment in just 
one minute’s time. There are also 
Atomite bombs, cannon mounting 
planes, rocket artillery, improved 
magnetic mines and no doubt other 
weapons yet to be divulged. 

But war can deflect the course 
of constructive research only for its 
duration and only slightly as long 
as the United States, which leads the 
world in research, remains neutral. 
In any event, if research has made 
war more frightful it has also made 
peace more productive. It may ulti- 
mately offer a solution to some of 
the socio-economic problems that 
are the seed of war. 





Struggle for World Trade 





(Continued from page 597) 


to be the piecemeal bargaining proc- 
ess which has so little to reeommend 
it in theory but works so much bet- 
ter than theories. 

When we talk to a competitor 
for South American markets we 


In paper, 
newsprint is now being made from 
In transportation, 
the Santa Fe has introduced sleeper 
bus service between San Francisco 
and Los Angeles. In aviation, a new 
42-cylinder, 4,000 horsepower motor 
has been developed that is reputedly 
capable of lifting a plane vertically 
In building, 
such things as panel heating and 
prefabricated bathroom units are 


can say: “Now you may very pos. 
sibly be so anxious for this business 
that you are willing to cut profits 
to the bone. You may be a tough 
competitor. But don’t work up some 
elaborate scheme to sell to our cus. 
tomers at any price and make it up 
on what you sell to us. In fact, we'd 
almost rather loan you the money 
you might make on the business 
gained, because it would be less han- 
dicap to our domestic prosperity,” 

And then, whether talking to Bri- 
tain or Japan or any other nation, 
we could lay our cards on the table. 
Our four aces are: Good will, either 
in future money or military or naval 
help, or simply in opposing an 
enemy; purchasing power—the abil- 
ity to buy as well as the need fora 
great many different products; raw 
materials and manufactured goods 
of whatever kind needed, whether 
planes, scrap iron or oil; and finally, 
a peculiar sort of asset, our willing- 
ness to purchase gold at a fat price 
—a willingness which might end at 
any time and halt the exchange of 
the metal for our more useful goods. 

The threat to use these weapons 
is not to be made lightly by us 
nor to be disregarded casually by 
the other parties to the competition 
for world markets. With few ex- 
ceptions they have more to lose than 
to gain by entering a knock down 
and drag out fight, no holds barred, 
with the United States at this time. 
We have the commanding position 
and it is up to us to use it with dis- 
cretion, with fairness, and with full 
regard for the ultimate consequences 
of our actions on the struggles that 
are going on outside our borders. 

Foreign trade is a cold blooded 
business. It is true there is some 
secondary sentiment involved; if 
we are slated to lose any customers 
we would prefer to lose them to the 
English rather than to the Japanese. 
But at bottom every competitor is 
a trade enemy; economic might ap- 
parently means more today than 
ever before; therefore we are serving 
our own interests best if we sacri- 
fice as little as possible of the 
strength in world affairs that may 
be needed badly in the years ahead. 
If we use it as we should the po- 
tential prosperity to be stored up 
in the United States now might some 
day save Europe and Asia from 
total blackouts, and start South 
America in business as our partners 
in growth. 
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standard Brands Watches 
Profit Margins 
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(Continued from page 625) 


over the last decade, although com- 
petition is severe and profits slim 
in this branch. Only Royal Baking 
Powder is not carried on the trucks, 
but is rather sold through the con- 
yentional channels. The Gillet com- 
pany’s products which include soda, 
lye, baking powders, cream of tartar 
and associated lines, are sold only 
in Canada, but do not bulk large in 
total sales of the concern. Last year 
the Wilder Food Products division 
was sold to a Cleveland spice and 
tea concern in line with a revamp- 
ing program that is still in progress. 
Production of the company’s 
brands is scattered throughout the 
nation in large and small towns from 
coast to coast. The yeast, spirits, 
gin, and dimalt are manufactured 
in two Chicago factories; two in 
Peekskill, N. Y.; and one each in 
Philadelphia, Baltimore, Cincinnati, 
Pekin, Illinois; Montgomery, Ala- 
tama; Elmhurst, California; Sum- 
ner, Washington; and the District 
of Columbia. Coffee is prepared and 
packaged in nine plants, and Royal 
products in three additional plants. 
From all these various products 
the company derives over $110,000,- 
000 in sales, and has shown a steady 
record in dollar volume throughout 
the entire depression. But costs 
have been creeping up and have suc- 
ceeded in pushing back the profit 
margin steadily. In 1930 on total 
sales of $89,759,575, for instance, the 
company had gross profits of $50,- 
061,614 and net earnings of $1.22 
per share, while in 1938 total sales 
were up to $108,287,954 but gross 
earnings had fallen to $39,447,522 
and the resultant divergence drove 
net earnings down to $0.55 per share. 
During this period selling expenses 
have remained relatively stable and 
were actually lower in 1938 at $27,- 
569,538 than in 1930 when they 
totaled $29,770,989 in spite of the 
increased amount of work necessary 
to take care of the increased sales 
at lower prices. Competition, higher 
taxes, and operating costs have 
forced expenses up, while at the 
same time competition from other 
producers has forced prices down. 
Standard Brands has maintained 


FEBRUARY 24, 1940 





| 
| 














Sun Lite 


HEAD OFFICE 


mH) 


Son 


A GREAT CANADIAN 
LIFE COMPANY in 
THE UNITED STATES 


The Sun Life Assurance Company of Canada — 
founded in 1865—opened its first United States office 
in 1895. For forty-five years the Sun Life of Canada 
has found ever increasing favor with American 
citizens, and today its service covers forty states 
in the union. During 1939 the Sun Life of Canada 
made payments to United States policyholders and 
beneficiaries amounting to approximately Thirty 
Million dollars. 


In 1939 benefits paid by the Company throughout 
its organization were $89,927,722 and benefits 
paid since the first policy was issued now total 
$1,295,635.071. New business of the Company for the 
year amounted to $194,181,820 increasing the total 
assurances in force to $2,938,478,254. Assets now 
stand at $912,021.015. 


The extent of the Sun Life organization in the United 
States and the high character and qualifications of its 
personnel ensure — intelligent and efficient service 
to policyholders and beneficiaries at all times. 


United States policyholders are fully protected by 
assets held in perpetual trusts within the United 
States. Policies issued in the United States are 
payable in United States currency. The total liabili- 
ties of the Sun Life of Canada in the United States 


are $330,395,547. 
eee MONTREAL 


A LEADER IN PUBLIC SERVICE 





its financial position well despite the 
shrinkage in profit margins. There 
is no funded debt. There is, how- 
ever, a 200,000-share issue of $4.50 
preferred stock that was issued to 
retire an issue of $7 preferred stock 
and provide working capital. These 
shares in addition to 12,648,108 
shares of common stock constitute 
the entire capitalization of the 
company. 

The stock which is currently sell- 
ing around 7 earned an estimated 
$0.46 per share in 1939 and paid 
out $0.475 per share in dividends. 
Some betterment in the profit mar- 
gins is expected to result from the 
exhaustive study that is being made 
of operations. Following the elec- 


tion of W. G. Dunnington, who rep- 
resents the Fleischman interests, to 
the board, changes have been made, 
ald more are awaited. New products 
will be added in an effort to utilize 
existing distribution facilities more 
completely, unprofitable divisions 
will be eliminated and advertising 
expenses will be more closely con- 
trolled. All this is evidence only 
of excellent plans being put into 
operation by efficient management. 
But the real test will come when 
the actual returns are seen. In the 


-meantime the stock at its present 


level represents more of a special 
situation than most packaged food 
issues, and must necessarily be con- 
sidered in that light. 








What's the Matter with the 
Building Shares? 





(Continued from page 603) 


period of good demand. Sales of 
heating and sanitary equipment were 
good last year but except in the case 
of those materials which had a direct 
relation to the costs of copper, lead 
and zinc, there were but few changes 
in price from a year ago. Indeed, in 
many cases, the savings which re- 
sulted from increased quantity pro- 
duction in some lines were passed on 
in part to the consumer in the form 
of somewhat lower unit prices. 

It must be said at this point that 
the Government is engaged in prob- 
ing both labor and material costs in 
search of irregularities but on the 
basis of past performances, it is likely 
that the companies engaged in pro- 
ducing supplies and materials rather 
than the labor unions will bear the 
full brunt of any forthcoming Gov- 
ernment castigation. Especially 
since 1940 happens to be a presi- 
dential election year. 

The construction field is divided 
into three broad divisions; public 
works, private non-residential and 
residential building. Of these three, 
private residential construction is 
the most important for the purpose 
of evaluating the prospects of the 
building supplies industry. That 
heavy construction consists mainly 
of concrete, steel and common labor, 
while residential construction uses a 
vast variety of supplies and skilled 
labor is an indication of why so much 
importance is attached to the resi- 
dential building industry. 

Public works in 1939 were about 
6 per cent above those of 1938 and 
private awards were about 11% 
higher. Residential construction, 
however, under the impetus of 
further liberalization of FHA 
financing, pushed up about 35% 
above the totals of the previous year 
to a new high point since 1930. 
While residential gains were highest 
toward the year end, the tapering off 
of P W A work caused a down trend 
in other construction during the 
same period. Average heavy con- 
struction awards in December of last 
year were 30% lower than in the 
similar month of 1938 and 25% lower 
than the average for the month of 
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November. All in all, while there 
was some revival in the volume of 
privately financed heavy construc- 
tion last year, unless further PW A 
grants are forthcoming, the trend of 
non-residential building would ap- 
pear to be downward. 

Estimates of a further gain of 
about 10% in the volume of residen- 
tial construction in 1940 have been 
rather freely and widely circulated. 
If the optimistic estimates of new 
residential needs are true, then the 
modest estimate of a 10% increase 
could easily be achieved. However, 
there are not many of the usual in- 
dications that such a heavy need of 
new houses exists. Rents, probably 
the best indicator of housing needs, 
have been relatively unchanged for 
the past several years. 

In summary, it should be pointed 
out that many of the adverse signs 
which usually precede a slump in the 
general building industry are now be- 
ginning to appear. They are: de- 
clining volume in certain branches 
of the industry, growing uncertainty 
as to the public’s longer term paying 
power, rising taxes and costs and no 
indication that any further broad ex- 
pansion of newly available space is 
needed. Added to these considera- 
tions are the facts that we are now 
in war times and that our national 
resources will be increasingly de- 
voted to armament production; if 
not for the purpose of sale to the 
belligerents then for our own rearm- 
ament program. In the war situa- 
tion, however, there is the rather 
slim compensation that every previ- 
ous peace has been followed by a 
building boom. 

Pending clarification of the various 
uncertainties outlined in the fore- 
going discussion, most building 
shares, even at current depressed 
levels, have below-average specula- 
tive appeal. They may not continue 
as war orphans indefinitely, but a 
quick and easy solution of their other 
problems does not appear to be in 
prospect. 





Basic Turn in Oils Near? 
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ex-tax, service station price of 13.5 
cents a gallon—gave the Govern- 
ment more than $1,335,000,000 last 
year, a figure exceeded in the petro- 


leum industry only by payrolls 
which amounted to about $1,500. 
000,000. The taxes collected py 
states and cities from gasoline sale 
contributed about 33% of all the 
revenue collected by these ag-neies 
from all sources including real ¢. 
tate and income tax assessments. 
With taxes adding about 40% to 
the retail price of gasoline, it is not 
possible that the selling price cap 
be materially increased without en- 
countering rising consumer resis. 
tance. Despite the facts that gaso- 
line taxes have been imposed 05. 
tensibly to improve and maintain 
highways for the benefit of motor. 
ists and in many states poor roads 
are by far the exception rather than 
the rule, it is not likely that legisla- 
tors will relinquish this prolific s ure 
of revenue in the near term. More 
likely, Government agencies will not 
only seek to divert gasoline taxes 
from road maintenance to general 
purposes but, as has been the case 
in one large city, add further im- 
posts in the form of sales taxes upon 
this already over-burdened com- 
modity. 

From the foregoing, it is not 
meant to infer that all of the com- 
panies operating in the petroleum 
industry have an equally uninspiring 
near term outlook. It is the branch 
of the industry in which any con- 
pany’s interests may happen to cen- 
ter that will determine the year’s 
results. Those companies who con- 
cern themselves mainly with the 
production of crude oil and who pos- 
sess adequate, accessible reserves 
and facilities will probably make a 
very fair showing of earnings since 
demand for crude will probably rise, 
stocks on hand are low and, at least, 
no downward price revision is in 
prospect. 

More completely integrated oil 
companies can be expected to do 
about as well as they did a year ago 
but the measure of their results will 
be governed in great part by the 
amount of crude oil that they can 
produce from their own properties 
and the efficiency of their technol- 
ogy in securing the largest possible 
proportion of gasoline and fuel oil 
from their crude materials. The 
companies which will probably make 
the poorest comparative showing 
are those who confine their efforts 
principally to refining and market- 
ing or perhaps to marketing alone. 

The outlook for most of the oil 
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company shares usually held in in- 
yestors’ portfolios is therefore not 
aficiently adverse to warrant their 
immediate sale since current market 
prices have probably rather fully 
jiscounted most of the adverse pos- 


sibilities. 
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Watch the Business Danger 
Signals 





(Continued from page 599) 


rebounded sharply into the forepart 
of 1923. As for labor costs per unit 
of output, these jumped 16% from 
1919 to 1920 and a little more than 
6% from 1922 to 1923. The latter 
year, like 1937, was also one of labor 
unrest, the number of strikes in- 
creasing 40% over 1922 (the increase 
fom 1936 to 1937 was 118%). 

The course of business spending— 
that is, total spending as reflected by 
hank debits but after adjustment to 
diminate purely financial transac- 
tions—frequently offers a clue as to 
the economic weather ahead. Busi- 
ness spending turned downward in 
late 1919, early 1923, early 1929 and 
late 1936, pointing the way for pro- 
duction and stock prices by from 
one month to nearly a year. Simi- 
larly, new orders generally maintain 
a substantial lead over business ac- 
tivity though in 1929 they held up 
vell until the actual downturn came 
in production itself which, inciden- 
tally, was several months ahead of 
the stock market. Over-inflation of 
inventories is another typical danger 
ignal, and contributed in varying 
degrees to the slumps of 1920-21, 
1923-24 and 1937-3 

With the possible exception of cer- 
tan developments in the field of 
Government fiscal and credit policy, 
we have thus far been concerned 
with economic storm warnings of the 
“ort that lend themselves readily to 
tatistical measurement. There are 
others, however, that are a little less 
tangible. 

For example, one fairly depend- 
ahle earmark of incipient depression 
is widespread and unbridled optim- 
ism after an extended period of busi- 
ness improvement and at a time 
when practically all the usual sur- 
luce indications are favorable. The 
general enthusiasm is typically based 
upon a shibboleth epitomizing some 
popular exposition of why the exist- 
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ing happy state of affairs will un- 
doubtedly last indefinitely. It was 
“inflation” in 1937, “new era” in 
1929 and “H C L” in 1920—the high 
cost of living that was to be even 
higher by fall but which merely re- 
sulted in a consumers’ strike and the 
collapse of the commodity bubble. 
There are always one or two brave 
and discerning souls who venture to 
point out the underlying weaknesses 
in the situation but they are invari- 
ably howled down as congenital pes- 
simists who simply no not under- 
stand the new order of things. 

Again, a characteristic of boom 
periods immediately preceding three 
out of the last four major business 
slumps is evidence of unreasoning 
excesses in one or another sector of 
the economy. In 1920, it was the 
commodity market; in 1929, the 
stock market; in 1937, the labor mar- 
ket. The inflation of values in each 
instance was without precedent and 
without justification from a stand- 
point of economic balance. The 
sequel in each case was a period of 
painful readjustment. 

Such, in brief, is the depression 
record of the past two decades. In 
each of the cases covered there were 
factors other than those mentioned 
that figured in the situation and 
would warrant discussion in a more 
comprehensive piece. For the most 
part, though, they were of decidedly 
minor importance as compared with 
the developments already brought 
out. 

But, coming back to a question 
posed at the outset of this article, 
which of the statistical and other 
data bearing on the current business 
situation are most signiftcant? Which 
forecast the decline in business that 
began at the turn of the year? 

Well, inventories for one; after re- 
maining virtually unchanged, allow- 
ing for seasonal, from the fall of 
1938 until the late summer of 1939, 
they rose sharply in the closing 
months of the year. And commodity 
prices for another; these soared with 
the outbreak of war but since late 
September have fluctuated within a 
range of about 15 to 20% above late 
August levels. But the best tip-off 
of the decline of the past few weeks 
came when new orders of industry 
turned downward in November, to 
be followed by a decline in business 
spending in late December. 

There is no hint to be had as yet 
among any of these latter indicators 
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18 MONTHS' “TREND” PICTURE 


... Of weekly market PRICES, un- 

A EARNINGS and DIVIDEND trends 
for each of 201 leading listed stocks is con- 
tained in these 56 page graphic folios, issued 
monthly. Economically priced, compact, con- 
venient and widely used by discerning inves- 
tors and trustees. 
Single copies $3 Three months $8* Annually $25°* 
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FREE Clip ad for 50 chart sample or send $3 
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SECURITIES RESEARCH CORPORATION 
100 MILK STREET » BOSTON, MASS. 





AGood Return 
on a SAFE 
Investment 


Our current rate on 
savings—insured + 
to $5000 by a U. 
Government pad 
For complete infor- 
mation, write 


Ty, 


Twin City Federal 


Savings & Loan Association 


Minneapolis, Minn. 
Resources $11,000,000 


801 Marquette 
Organized 1923 





THE ELECTRIC STORAGE BATTERY CO. 


The Directors have declared 
E T) from the Accumulated Sur- 
Pe | € plus of the Company a divi- 
yuastiiege dend of Fifty Cents ($.50) 
per share on the Common 
Stock and the Preferred Stock, payable 
March 30, 1940, to stockholders of record 
of toth of these classes of stock at the close 
of business on March 9, 1940. Checks will 
be mailed. 
H. C. ALLAN, Secretary and Treasurer. 
Philadelphia, February 16, 1940. 


LOEW’S INCORPORATED 


“THEATRES EVERY WHERE” 
February 9th, 1940. 
HE Board of Directors on February 7th, 
1940 declared a dividend at the rate of 
50c per share on the outstanding Common 
Stock of this Company, payable on March 
30th, 1940 to stockholders of record at the 
close of business on™March 1SempT40.- 
Checks will be mailed 
DAVID BERNSTEIN 
Vice-President & Treasurer 











Chrysler Corporation 

*DIVIDEND-ON COMMON STOCK: 
The directors of Chrysler Corporation have de- 
clared a dividend of one doflar and twenty-five 
cents ($1.25) per share on, the outstanding 
common stock , payable March 13, 1940, to stock- 
bolders of record at the civse of business, 
February 19, 1940. 

B. E. Hutchinson, Chairman, Finance Committee 











UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held 
February 8, 1940, declared a dividend for the 
first quarter of the year 1940, of 50c a share 
on the Common Stock of Underwood Elliott 
Fisher Company, payable March 30, 1940, to 
stockholders of record at the close of business 
March 12, 1940. 
Transfer books a not L-¥ close d. 
Cc. DUN AN. Treasurer. 





TEXAS GULF SULPHUR COMPANY 

The Board of Directors has declared a divi- 
dend of 50 cents per share on the Company’s 
capital stock, payable March 15, 1940, to stock- 
holders of record at the close of business March 


1, 1940 
H. F. J. KNOBLOCH, Treasurer. 
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as to how long the business reaction 
will last. It is a safe bet, however, 
that the present decline will not 
reach the proportions of a full fledged 
depression—there have been too few 
of the usual signals. There has been 
no wave of unbridled optimism, no 
excesses to speak of, no sustained 
bond market decline, no deflation of 
bank credit, no sharp advance in 
labor costs, no important distortion 
of cost-price relationships. A major 
depression from here just does not 
seem to be in the cards. 





Dow Follows Own Cycle 
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The business that Great Western 
brings is a valuable addition to the 
Dow Chemical Co., and is main- 
tained as practically a separate divi- 
sion producing liquid chlorine for 
pulp bleaching, caustic soda for soaps 
and oil refining, xanthates for ore 
flotation, ammonia for refrigeration, 
hydrochloric acid for many purposes 
and a variety of other chemicals of 
lesser importance. 

Dow Chemical makes a practice of 
never embarking on a new industrial 
venture unless brine or various brine 
compounds, derivatives, or elements 
are an important factor. Thus it has 
not strayed from its essential busi- 
ness and the one with which it is 
completely familiar. But on the 
other hand it has certainly not been 
tied to a limited field. Constant 
study and research have broadened 
the scope of Dow’s activities beyond 
the wildest dreams of the founders. 
Today the company’s products are 
demanded by practically every in- 
dustry. Among its customers are the 
petroleum, automobile, aircraft, pa- 
per, pharmaceutical, rayon, refrigera- 
tion, textile, rubber, soap, leather, 
mining, paint, and photographic in- 
dustries. 

As might be expected from a com- 
pany whose manufactures command 
such a wide market, earnings trends 
are steady and tend to be influenced 
by the general state of all business 
rather than by isolated divisions of 
industry. But in conjunction with 
the steady demand for its established 
products, the company is meeting 
constantly increased demand from 
new sources as it places an ever- 
widening range of revolutionary ma- 
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terials on the market. Thus the long 
term trend of earnings is strongly 
up without regard for the interme- 
diate swings in current demand 
levels. In 1929 net income amounted 
to an estimated $2,437,000 and a 
decade later in spite of depression 
and recession net income had reached 
$4,178,485, a figure exceeded only by 
the 1936 net of $4,383,717. The 
company reports on a fiscal year 
basis that ends May 31 of a given 
year so that the 1939 figure is for 
May 31, 1939. That the current fiscal 
year which will end on May 31 of 
this year will exceed all previous 
records can be seen from the six 
months earnings statement recently 
released. For the period ending No- 
vember 30, 1939, net was $3,445,110 
or $3.19 per share. 

The capital structure of the com- 
pany has been undergoing consider- 
able change in recent years. An issue 
of $7 preferred stock was retired in 
1936 through the issuance of 60,000 
shares of $5 preferred stock, on a 
share for share basis. Stockholders 
who did not enter into this exchange 
agreement received $105 per share 
for their stock. The remaining 
shares of $5 preferred were then of- 
fered to the common stockholders. 
In conjunction with the assimilation 
of the Great Western Electro-Chemi- 
cal in 1938, 86,988 shares of Dow 
common were issued, raising the 
number of shares outstanding to 
1,031,988. In 1936 the company is- 
sued $5,000,000 in debenture 3s, to 
provide additional working capital 
and permit further plant expansion. 
And the current capital position of 
the company consists of 1,031,988 
shares of common, 60,000 shares of 
$5 preferred, and $5,000,000 in 3 per 
cent bonds. 

Completely disregarding the gen- 
eral market apathy, Dow Chemical 
stock has been moving into new high 
ground steadily. On the basis of 
earnings, estimates which are cur- 
rently projected at about $6.00 per 
share as compared with $3.76 per 
share (adjusted) last year, this is 
not surprising. At its present levels 
near 150 the stock is a blue chip of 
the first rank. Of course the earnings 
picture will be colored by the state 
of business in general, but the opera- 
tions of Dow are stretching into so 
many new fields and its products are 
meeting with such excellent recep- 
tion that the long term trend for the 
company is distinctly favorable. 
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Market 
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thrust would be made at the fig 
opportunity. However, the area jug 
above 240 has stopped four rallig 
in the last year and a half, so tha 
failure to come up to the Novembe 
top would imply a supply of stog 
rather consistently for sale aroum 
240. Should the next rally gg 
through the November high, the pig 
ture would present a clear sequengg 
of rising tops in addition to the rigs 
ing bottoms visible. So far in 1940) 
at least, the group has offered nog 
discouraging signs that would inde 
cate a possible reversal. 4 
The Petroleum group has been ong. 
of the disappointments of the war 
market. First thoughts were that? 
American companies would gain by 
large European demands for thei 
products, but after the September: 
rally these hopes were quickly de’ 
flated. The lows of the last few 
months for the oils have been within] 
striking distance of those for the” 
1937-38 bear market, offering either! 
a bearish interpretation based on the? 
poor action or a more hopeful one? 
based on the proximity to previous’ 
support. The group actually has) 
moved back to a level equal with” 
that of early last summer and it is 
quite possible that discouragement” 
over its prospects may have been™ 
carried too far. Only the negative™ 
encouragement of nearby potential” 
support, however, is apparent from | 
market action to date. 4 
In the case of the’ groups charted” 
in conjunction with Part III of the™ 
Dividend Forecast, as well as im” 
many others included in earlier set-7 
tions, there seems to be a good? 
chance that the next few weeks will” 
be revealing as to future market ae7 
tion. Weekly figures on each group] 
are published in the Business Ane 7 
alyst (blue section of the Magazine)” 
and it would be a good plan for 
readers interested in particular inm-4 
dustries to check market action by? 
extending the charts for the next7 
month or two. Work of this sort) 
sometimes pays handsome dividends, = 
quite aside from any that may be™ 
garnered in the course of owning” 
any of the individual stocks covered] 
in the Dividend Forecast. 
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